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BILLS AMENDING INSURANCE AND INDEMNITY LAWS 
ADMINISTERED BY THE VETERANS’ ADMINISTRATION 





THURSDAY, MAY 26, 1955 


SUBCOMMITTEE ON INSURANCE 
OF THE COMMITTEE ON VETERANS’ AFFAIRS, 
Washington, D.C. 

The committee met at 10 a. m., the Honorable Wayne N. Aspinall 
(subcommittee chairman) presiding. 

Mr. AsprnaLu. The Subcommittee on Insurance of the Committee 
on Veterans’ Affairs will now be in session for the consideration of 
those bills having to do with insurance matters of the Veterans’ 
Administration which have been referred to this subcommittee. 

We are meeting this morning to consider 33 bills pending before the 
subcommittee which amend i of the 3 veteran insurance acts, the 
United States Government life insurance, the national service life 
insurance, or the servicemen’s indemnity, they being 3 classifications 
cf insurance matters under the direction of the V eter rans’ Adminis- 
tration. 

Without objection, I will insert at this point in the hearings a brief 
description of the bills pending before us, together with the text of 
the legislation and the reports of the Veterans’ Administration there- 
on. Hearing no objection, it is so ordered. 

(The subject matter referred to is as follows:) 


EXPLANATION OF PENDING BILLS 
JUDICIAL REVIEW 


H. R. 1615 would permit court review of Veterans’ Administration decisions 
on the issuance, reinstatement, and conversion of either World War I or World 
War II insurance, provided it was filed within 6 years after the date of such 
issuance, reinstatement, or conversion, or 6 years after the date of this amenda- 
tory act. 

H. R. 5955, which I introduced at the request of the American Legion, assures 
the right of judicial review for national service life insurance policyholders 
where there was waiver of premium involved. 


UNITED STATES GOVERNMENT LIFE (WORLD WAR I) 


There are six bills which would amend this program: 

H. R. 107 and H. R. 721 would mature the policy at age 70. Many veterans 
of this conflict who have maintained their insurance on a term basis and are now 
paying very high premiums. These proposals prevent any increase in premiums 
after age 70 and also waive the payments. 

H. R. 1629 amends the World War I act in regard to the reinstatement of 
term insurance and permanent insurance for certain service-connected disabled 
World War I veterans. 

H. R. 1850 provides a waiver of premiums on national service life and United 
States Government life where there are certain disabilities existing rated 30 
percent or more in degree. 


895 
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NATIONAL SERVICE LIFE INSURANCE (WORLD WAR II) 


H. R. 1622 provides for the payment of a lump sum direct to a counsel as a 
reasonable attorney’s fee where a suit is brought against the Government to 
compel the payment of the proceeds of an insurance policy. Today, 10 percent 
of the proceeds is paid on the same basis on which the insured or the beneficiary 
receives payment. 

H. R. 2664 and H. R. 4420 both relate to amendments to the dependency 
requirements for parents where gratuitous insurance was paid. This applies 
to a limited group of World War II veterans who did not take insurance and 
whose beneficiaries were granted $5,000 of insurance on the theory that the 
veteran did not have sufficient time or opportunity in which to take out insurance. 
it is required, however, that the parents be dependent at the time of the veteran’s 
death in order to receive this gratuitous insurance. H. R. 2664 would eliminate 
the dependency requirement and H. R. 4420 provides more time for dependency 
to be shown. 

H. 2. 2828, H. R. 4658, and H. R. 5307 are similar in that they would permit 
the lump-sum payment of proceeds on insurance maturing prior to August 1, 1946. 
Prior to August 1, 1946, national service life insurance was not payable in a 
lump sum. After that date, due to the amendment of the law, lump-sum pay- 
ment was autohrized. All of these bills seek to provide a lump-sum payment 
ior beneficiaries who are presently receiving the proceeds of insurance which 
matured prior to August 1, 1946. Depending on their life span, the beneficiaries 
might receive more under the present mode of settlement than under a lump-sum 
arrangement. 

H. R. 6100 permits a court to change the beneficiary where a veteran has 
become insane and has been divorced by his wife because of that fact. 

H. R. 128, 808, 1623, 1627, 1845, 2163, 3664, 4421, and 5574 would all restore the 
right to apply for national service life insurance or United States Government 
life insurance, Which right was terminated by Public Law 28 of the 82d Congress 
on April 25, 1951. 

H. R. 756 is an amendment to the Soldiers’ and Sailors’ Civil Relief Act which 
seeks to forgive the payment of premiums on commercial insurance paid in 
behalf of the insured during World War II. The Soldiers’ and Sailors’ Civil 
Relief Act provides that any man going into service may have not more than 
$10,000 commercial insurance maintained to his credit while he is in the service. 
However, at the time of his discharge, or some suitable time thereafter, he must 
pay the cost of the premiums which have been paid in his behalf. This bill 
would require, in effect, the Veterans’ Administration to pay the premiums 
and not seek reimbursement from the veteran. The bill flows from a mistake 
which was made on the part of a Veterans’ Administration official during World 
War II, indicating that the Veterans’ Administration would pay the premiums 
and not seek reimbursement from the veteran policyholder. 

H. R. 4428 provides a waiver of premiums for a group of totally disabled 
veterans and is similar in intent to H. R. 1850. 

H. R. 1617 and H. R. 1842 amend the National Service Life Insurance Act 
to provide that the waiver of premiums may be automatic for those persons 
covered by the Missing Persons Act who are in the status of missing, missing 
in action, interned, captured, beleagured, or besieged at any time after April 
25, 1951, and before April 26, 1952. H. R. 1842 is somewhat broader in that 
it seeks to include cadets and midshipmen at the Naval and Military Academies, 
on the same waiver. 


SERVICEMEN’S INDEMNITY ACT 


H. R. 268 amends the act so as to provide that in the absence of a designation 
by the beneficiary by a person having either national service life or United 
States Government life the designated beneficiary of such insurance shall also 
he the designated beneficiary of the indemnity. 

H. R. 5485 would provide that the payment of the indemnity may be made in 
the future to brothers and sisters only when it is shown that they were dependent 
upon the insured at the time of his death. Today there is no such dependency 
requirement. 

H. R. 2828 would provide for lump-sum payment to beneficiaries of the service- 
men’s inflemnity which is now paid at the rate of $92.90 a month for 10 years. 

H. R. 1619 would amend the indemnity act by liberalizing the term of 
reinstatement. 
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H. R. 4422 and H.R. 5552 would permit the conversion of national service term 
nonparticipating type insurance issued to Korean veterans only, to permanent 
types of insurance in line with that now granted the World War II veterans. 

H. R. 6419 which redefines the terms “stepchild” and “stepparent.” 


{H. R. 107, 84th Cong., Ist sess. ] 
A BILL To provide paid-up insurance for certain aged veterans 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That every United States Government life 
insurance, national service life insurance, or converted insurance policy shall 
be considered fully paid and no further premiums collected thereon in all cases 
where the insured has attained the age of seventy years and has paid premiums 
for twenty-five years or more. 


{[H. R. 123, 84th Cong., 1st sess. ] 


A BILL To provide for the granting of national service life insurance to certain blind 
veterans 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (c) of section 602 of the 
National Service Life Insurance Act (38 U. 8S. C., see. 802) is hereby amended 
by adding at the end thereof the following new paragraph: 

*“(4) Notwithstanding section 619 of this Act, any individual who has been 
insured under this Act and who, as a result of disability incurred or aggravated 
in active service, is blind in both eyes (with 5/200 visual acuity or less) shall be 
granted new insurance having the same terms and conditions as those contained 
in standard policies of national service life insurnace if (1) he applies therefor 
in writing within one year from the date of enactment of this paragraph, (2) 
he pays or authorizes deduction of premiums on such insurance, and (3) he 
submits evidence satisfactory to the Administrator showing that, except for 
service-connected disabilities, he is in good health. The maXimum amount of 
insurance which any individual may be granted under this paragraph, when 
added to any other insurance in force under the War Risk Insurance Act, as 
amended, the World War Veterans’ Act, 1924, as amended, or this Act, shall 
not in the aggregate exceed $10,000 decreased by the amount of any national 
service life insurance which he may have surrendered for its cash surrender 
value.” 


[H. R. 268, 84th Cong., 1st sess. ] 


A BILL To amend the Servicemen’'s Indemnity Act of 1951, so as to provide that in the 
absence of a designation of beneficiary thereunder by a person having national service 
life insurance or United States Government life insurance, the designated beneficiary of 


such insurance shall also be the designated beneficiary of any indemnity payable under 
such Act 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the third sentence of section 3 of the 
Servicemen’s Indemnity Act of 1951 is amended to read as follows: “If the 
designated beneficiary or beneficiaries do not survive the insured, or if none 
has been designated, the Administrator shall make payment of the indemnity to 
the first eligible class of beneficiaries according to the order set forth above, and 
in equal shares if the class is composed of more than one person; except that in 
any case where no beneficiary of the indemnity has been designated but the 
insured has in force national service life insurance or United States Government 
life insurance, the indemnity shall be paid (in the amount authorized by the 
first sentence of section 5) to the designated beneficiary of such insurance if 
such designated beneficiary is within one of the classes herein provided.” 


[H. R. 721, 84th Cong., 1st sess.] 


A BILL To amend the World War Veterans’ Act, 1924, as amended, to mature United States 
Government life insurance when the insured becomes seventy years of age 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That a new section is hereby added to title 
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III of the World War Veterans’ Act, 1924, as amended, to be known as section 314 
and to read as follows: 

“Sec, 314. Any person having United States Government life insurance in force 
on his seventieth birthday shall be deemed to be permanently and totally disabled 
on and after such date for insurance purposes.” 





[H. R. 756. 84th Cong., Ist sess.] 


A BILL To relieve persons in the military service from refunding to the United States the 
amount of life-insurance premiums, and interest thereon, guaranteed under the Soldiers’ 
and Sailors’ Civil Relief Act of 1940 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the payment of any amount by the 
United States to an insurer on account of defaulted life-insurance premiums, 
and interest on such premiums, the payment of which is guaranteed by the 
United States under article IV of the Soldiers’ and Sailors’ Civil Relief Act of 
1940, or under article IV of such Act as amended by the Soldiers’ and Sailors’ 
Civil Relief Act Amendments of 1942, shall not be deemed to create a lien in 
favor of, or a debt or other obligation due to, the United States and shall not 
confer upon the United States any right to collect from the insured the amount 
of such payment. Any such amount heretofore collected from an insured by 
the United States under article IV of the Soldiers’ and Sailors’ Civil Relief Act 
of 1940, or under article IV of such Act as amended by the Soldiers’ and Sailors’ 
Civil Relief Act Amendments of 1942, shall be refunded to the insured. 





[H. R. 803, 84th Cong., Ist sess.] 


A BILL To extend the time within which certain insane veterans may apply for insurance 
under section 621 of the National Service Life Insurance Act of 1940, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 621 of the National Service Life 
Insurance Act of 1940, as amended, is hereby amended by substituting a colon 
for the period at the end of the first sentence and adding the following: “Pro- 
vided, That any such person who is shown to be insane at the time of separation 
from such active service performed on or after April 25, 1951, shall, upon appli- 
eation in writing made within one year after the date of this amendatory Act, 
and payment of premiums as hereinafter provided, and without medical exami- 
nation, be granted insurance by the United States against the death of such 
person occurring while such insurance is in force.” 





{H. R. 1615, 84th Cong., 1st sess.] 


A BILL To permit court review of Veterans’ Administration decisions on issuance, 
reinstatement, or conversion of insurance 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first sentence of section 19 of the 
World War Veterans’ Act, 1924, as amended (38 U. 8. C. 445), is hereby amended 
to read as follows: “In the event of disagreement as to claim, including claim 
for refund of premiums, under a contract of insurance or any controversy con- 
cerning the issuance, reinstatement, or conversion of insurance under this Act 
between the Veterans’ Administration and any person or persons claiming there- 
under an action on the claim or controversy may be brought against the United 
States either in the United States District Court for the District of Columbia 
or in the district court of the United States in and for the district in which 
such person or any one of them resides, and jurisdiction is hereby conferred 
upon such courts to hear and determine all such controversies.” 

Sec. 2. Such portion of the sixth sentence of section 19 of the World War 
Veterans’ Act, 1924, as amended (38 U. 8. C. 445), as precedes the first proviso 
is hereby amended to read as follows: “No suit on yearly renewable term insur- 
ance shall be allowed under this section unless the same shall have been brought 
within six years after the right accrued for which the claim is made or within 
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one year after July 3, 1930, whichever is the later date, and no suit on United 
States Government life (converted) insurance shall be allowed under this section 
unless the same shall have been brought within six years after the right accrued 
for which the claim is made or within six years after refusal by the Veterans’ 
Administration to issue, reinstate, or convert insurance in accordance with provi- 
sions of the Act:”. 

Sec. 3. With respect to controversies which have heretofore arisen, regarding 
issuance, reinstatement, or conversion of insurance, suit may be brought within 
six years after date of this Act. 





{H. R. 1617, 84th Cong., 1st sess.] 
A BILL To amend section 622 of the National Service Life Insurance Act of 1940 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first proviso of section 622 of the 
National Service Life Insurance Act of 1940 (54 Stat. 1008), as added by section 
10 of the Insurance Act of 1951 (65 Stat. 36), is amended to read as follows: 
“Provided, That no premium shall be waived under this section for any period 
before the date of application therefor, except that if the insured is determined, 
as provided in the Missing Persons Act (56 Stat. 148), as amended, to have been 
in a status of missing, missivg in action, interned, captured, beleaguered, or 
besieged, at any time after April 25, 1951, and before April 26, 1952, (A) all 
premiums due or paid after June 1, 1951, on five-year level premium term 
insurance shall, during the period of such status and during the remainder of 
his continuous active service and one hundred and twenty days thereafter, be 
waived unless the insured requests in writing that this waiver be terminated ; and 
(B) that portion of any permanent insurance premiums due or paid after June 1, 
1951, which represents the cost of the pure insurance risk shall, during the period 
of such status and during the remainder of his continuous active service and 
one hundred and twenty days thereafter, be waived if the insured applies therefor 
within one hundred and twenty days after the date of enactment of this clause 
or the date of his return to military jurisdiction, whichever is later, or if the 
insured dies or is declared dead while in such missing status or if the insured 
dies on or prior to the last day upon which he may apply for such waiver under 
this clause :”. 

Sec. 2. The third proviso of section 622 of the National Service Life Insurance 
Act of 1940 (54 Stat. 1008), as added by section 10 of the Insurance Act of 1951 
(65 Stat. 36) is amended to read.as follows: “Provided further, That premium 
waiver benefits under this section render the contract of insurance nonpartici- 
pating during a period a premium waiver is in effect :”’. 





[H. R. 1619, 84th Cong., 1st sess.] 
A BILL To amend certain provisions of the Servicemen’s Indemnity Act of 1951 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the fourth sentence of section 5 of the 
Servicemen’s Indemnity Act of 1951 (38 U. S. C. 854), is amended to read as 
follows: “Any person having United States Government life insurance or national 
service life insurance on the five-year level premium term plan, the term of which 
expires while such person is in active service after April 25, 1951, or within one 
hundred and twenty days after separation from such active service, shall, upon 
appplication made within one hundred and twenty days after separation from 
service or the enactment of this amendment, whichever be the later, payment of 
premiums and evidence of good health satisfactory to the Administrator, be 
granted an equivalent amount of insurance on the five-year level premium term 
plan at the premium rate for his then attained age.”. 

Sec. 2. Section 5 of the Servicemen’s Indemnity Act of 1951 (part I, Public 
Law 23, Eighty-second Congress), is amended, effective April 25, 1951, by 
adding at the end thereof a new sentence to read as follows: “The United States 
shall bear the excess losses resulting from the regranting or reinstating of 
insurance under this section without medical examination, as such losses may 
be determined by the Administrator.”. 
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{H. R. 1622, 84th Cong., 1st sess. ] 


A BILL To provide for the payment in a lump sum direct to counsel of a reasonable 
attorney's fee in a suit brought by or on behalf of an insured during his lifetime for waiver 
of premiums on account of total disability 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 617 of the National Service Life 
Insurance Act of 1940, as amended, is hereby amended by deleting the period at 
the end thereof and inserting in lieu thereof the following: “; except that in 
suits brought by or on behalf of an insured during his lifetime, for waiver of pre- 
miums on account of total disability, the court, as a part of its judgment or decree, 
shall determine and allow a reasonable fee for the attorney, to be paid in a 
lump sum, direct to counsel, such fee to be paid by the veteran in an unsuccessful 
action and paid by the Government where the judgment is entered in the veteran’s 
behalf”. 


[H. R. 1623, 84th Cong., 1st sess. ] 


A BILL To authorize the granting of national service life insurance to veterans who were 
unable to produce evidence of good health on the date of enactment of the Servicemen’s 


Indemnity Act of 1951 because a symptom-free waiting period had not expired on that 
date 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) notwithstanding section 619 of the 
National Service Life Insurance Act of 1940, in the case of any individual who had 
active military or naval service between October 8, 1940, and September 2, 1945, 
and who, prior to April 25, 1951, applied for new insurance under section 602 
(c) (2) of the National Service Life Insurance Act of 1940, or for reinstatement 
of lapsed insurance, but whose application was denied on the ground that the in- 
dividual could not produce evidence satisfactory to the Administrator of Vet- 
erans’ Affairs of good health because the individual had suffered a disability as 
to which the Administrator required a symptom-free waiting period in order to 
be satisfied as to good health, if the symptom-free waiting period required of 
such individual did not expire before April 25, 1951, he shall be granted insur- 
ance by the Administrator, if he applies therefor within six months after the 
expiration of the symptom-free waiting period or six months after the date of 
the enactment of this Act, whichever be the later, upon payment or authorization 
for deduction of premiums and evidence satisfactory to the Adminstrator show- 
ing that he is in good health at the time he applies under this Act. 

(b) In any case referred to in subsection (a), the Administrator shall not 
deny, for the purposes of this Act or any section of the National Service Life In- 
surance Act of 1940, that the applicant is in good health because of any disability 
or disabilitjes, less than total in degree, incurred in or aggravated by active serv- 
ice between October 8, 1940, and September 2, 1945, for which compensation would 
be payable if 10 per centum or more in degree. In any case in which insurance 
is granted by reason of the immediately preceding sentence, the premiums paid 
on such insurance shall be credited directly to the national service life-insurance 
appropriation and any payments of benefits on such insurance shall be made 
directly from such appropriation. 

(¢c) The maximum amount of insurance for which an individual is otherwise 
eligible to apply under this Act shall be decreased by the amount of any such in- 
surance which he may have surrendered for its eash-surrender value. 





{H. R. 1627, 84th Cong., 1st sess.] 
A BILL To restore the right of certain veterans to apply for insurance 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 619 of the National Service Life 
Insurance Act of 1940, as amended, is hereby amended by inserting after the 
words “Servicemen’s Indemnity Act of 1951,” the words “section 310 of the 
World War Veterans’ Act, 1924, as amended,” and by inserting the figure “602 
(c) (2),” before the figure “620”. 
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[H. R. 1629, 84th Cong., 1st sess. ] 


A BILL To amend section 304 of the World War Veterans’ Act, 1924, relating to reinstate 
ment of war risk yearly renewable term insurance and United States Government life 
insurance by service-connected disabled World War I veterans 
Be it enacted by the Senate and House of Representatives of the United States 

in Congress assembled, That, effective June 7, 1924, section 304 of the World War 

Veterans’ Act, 1924, as amended, is hereby amended to read as follows: 

“Sec. 304. In the event that all provisions of the rules and regulations other 
than the requirements as to physical condition of the applicant for reinsurance 
have been complied with an application for reinstatement, in whole or in part, 
of lapsed or canceled yearly renewable term insurance or United States Govern- 
ment life insurance (converted insurance) hereafter made may be approved if 
made prior to July 3, 1927, or within two years after the date of lapse or can- 
cellation: Provided, That the applicant’s disability is the result of an injury 
or disease, or of an aggravation thereof, suffered or contracted in the active 
military or naval service during World War |: Provided further, That the appli- 
eant during his lifetime submits proof satisfactory to the director showing that 
he is not totally and permanently disabled. As a condition, however, to the 
acceptance of an application for the reinstatement of lapsed or canceled yearly 
renewable term insurance, where the requirements as to the physical condition 
of the applicant have not been complied with, or, for the reinstatement of the 
United States Government life insurance (converted insurance), the applicant 
shall be required to pay all the back monthly premiums which would have become 
payable if such insurance had not lapsed: Provided further, That where all of 
the requirements for reinstatement of yearly renewable term insurance under 
this section are complied with prior to July 3, 1927, except the payment of pre- 
miums, and proof satisfactory to the director is furnished showing the applicant 
is unable to pay such premiums or some part thereof, the application may be 
approved: Provided further, That the amount of unpaid premiums as provided in 
this section shall be placed as a non-interest-bearing indebtedness against the 
insurance until date of approval of this amendatory Act, and thereafter as an 
interest-bearing indebtedness against the insurance, such indebtedness to bear 
simple interest at the rate established for United States Government life insur- 
ance policy loans, to be deducted in any settlement thereunder : Provided further, 
That no yearly renewable term insurance shall be reinstated after July 2, 1927: 
And provided further, That any loss to the United States Government life-insur- 
ance fund resulting from the application of this section shall be paid directly 
from the military and naval insurance appropriation.” 


[H. R. 1842, 84th Cong., 1st sess. ] 
A BILL To further amend section 622 of the National Service Life Insurance Act of 1940 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first proviso of section 622 of the 
National Service Life Insurance Act of 1940 (54 Stat. 1008), as added by section 
10 of the Insurance Act of 1951 (65 Stat. 36), is amended to read as follows: 
“Provided, That no premium may be waived under this section for any period 
before the date of application therefor, except that (1) if the insured is de- 
termined, as provided in the Missing Persons Act (56 Stat. 148), as amended, to 
have been in a status of missing, missing in action, interned, captured, be- 
leaguered, or besieged, at any time after April 25, 1951, and before April 26, 1952, 
(A) all premiums due or paid after June 1, 1951, on five-year level premium term 
insurance shall, during the period of such status and during the remainder of his 
continuous active service and one hundred and twenty days thereafter, be waived 
unless the insured requests in writing that this waiver be terminated; and (B) 
that portion of any permanent insurance premiums due or paid after June 1, 
1951, which represents the cost of the pure insurance risk shall, during the 
period of such status and during the remainder of his continuous active service 
and one hundred and twenty days thereafter, be waived if the insured applies 
therefor within one hundred and twenty days after the date of enactment of this 
clause or the date of his return to military jurisdiction, whichever is later, or 
if the insured dies or is declared dead while in such missing status or if the 
insured dies on or prior to the last day upon which he may apply for such 
waiver under this clause; and (2) if the insured was a cadet at the United States 
Military Academy, the United States Air Force Academy, the United States Coast 
Guard Academy, or a midshipman at the United States Naval Academy, at any 
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time after April 25, 1951, and before the date of enactment of this clause, all 
premiums due or paid after June 1, 1951, on five-year level premium term in- 
surance and that portion of any permanent insurance premiums due or paid 
after June 1, 1951, which represents the cost of the pure insurance risk shall, 
during the period of such status and during the remainder of his continuous 
active service and one hundred and twenty days thereafter, be waived unless 
the insured requests in writing that this waiver be terminated :”. 

Sec. 2. The third proviso of section 622 of the National Service Life Insurance 
Act of 1940 (54 Stat. 1008), as added by section 10 of the Insurance Act of 1951 
(65 Stat. 36) is amended to read as follows: “Provided further, That premium 
waiver benefits under this section render the contract of insurance nonpartici- 
pating during the period a premium waiver is in effect :”. 

Sec. 3. Section 622 of the National Service Life Insurance Act of 1940 (54 Stat. 
1008), as added by section 10 of the Insurance Act of 1951 (65 Stat. 36) is 
amended by adding the following at the end thereof: “In this section, the words 
‘active service’ include service as a cadet at the United States Military Academy, 
the United States Air Force Academy, the United States Coast Guard Academy, 
or as a midshipman at the United States Naval Academy.” 





[H. R. 1845, 84th Cong., Ist sess.] 


A BILL To provide a one-year period during which certain veterans may be granted United 
States Government life (converted) insurance or National Service Life Insurance, and 
for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 619 of the National Service Life 
Insurance Act of 1940, as amended, is hereby amended by inserting “(a)” im- 
mediately after “Src. 619” and by adding at the end thereof the following new 
subsection : 

“(b) Notwithstanding the provisions of subsection (a), any person who, 
prior to April 25, 1951— 

“(1) was entitled to be granted United States Government life (con- 
verted) insurance under the provisions of section 310 of the World War Vet- 
erans’ Act, 1924, as amended, shall be granted United States Government 
life (converted) insurance under the provisions of such section, or 

““(2) was entitled to be granted National Service Life Insurance under 
the provisions of section 602 (ce) (2) of this Act, as amended, shall be granted 
National Service Life Insurance under the provisions of such section, 

if he makes application therefor within one year after the date of enactment 
of this subsection.” 

Sec. 2. Section 602 (c) (2) of the National Service Life Insurance Act of 1940, 
as amended, is hereby amended by striking out “January 1, 1950” and by in- 
serting in lieu thereof “within one year after the date of enactment of section 
619 (b) of this Act”. 





[H. R. 1850, 84th Cong., 1st sess.] 


A BILL To provide for the waiver of premiums on the national service life insurance and 
United States Government life (converted) insurance issued to certain former servicemen 
who are disabled 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 602 (n) of the National Service 
Life Insurance Act of 1940, as amended, is hereby amended (1) by inserting “or 
during any period when the insured is entitled to compensation for a disability, 
rated as 30 per centum or more disabling, under part I or part II of Veterans 
Regulation Numbered 1 (a), as amended,” and “during the continuous total 
disability of the insured,”, and (2) by inserting “or that the insured is no longer 
entitled to compensation for a disability, rated as 30 per centum or more dis- 
abling, under part I or part II of Veterans Regulation Numbered 1 (a), as 
amended.” after “In the event that it is found that an insured is no longer 
totally disabled,’’. 

Sec. 2. Section 306 of the World War Veterans’ Act, 1924, as amended, is 
hereby amended (1) by striking out “Sec. 306. The” and inserting in lieu thereof 
“Sec, 306. (a) Except in the case of persons entitled to a waiver of premiums 
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under subsection (b) of this section, the’; (2) by redesignating “(a)”, “(b)”, 
and “(c)”, as “(1)”,.“(2)”, and “(3)”, respectively; and (3) by adding at the 
end thereof the following new subsection : 

“(b) Upon application by the instred and under such regulations as the Ad- 
ministrator may promulgate, payments of premiums on United States Govern- 
ment life (converted) insurance may be waived during the continuous total dis- 
ability of the insured, or any period when the insured is entitled to compen- 
sation for a disability, rated as 30 per centum or more disabling, under part I 
or part II of such regulation, which disability continues or has continued for 
six or more consecutive months, if such disability commenced (1) subsequent 
to the date of his application for such insurance, (2) while such insurance was 
in force under premium-paying conditions, and (3) prior to the insured’s sixtieth 
birthday. The Administrator shall not grant waiver of any premium becoming 
due more than one year prior to the receipt in the Veterans’ Administration of 
application for the same, except as hereinafter provided. Any premiums paid 
for months during which waiver is effective shall be refunded. The Adminis- 
trator shall provide by regulation for examination or reexamination of an in- 
sured claiming benefits under this subsection, and may deny benefits for failure 
to cooperate. In the event that it is found that an insured is no longer totally 
disabled, or that the insured is no longer entitled to compensation for a dis- 
ability, rated as 30 per centum or more disabling, under part I or part II of Veter- 
ans Regulation Numbered 1 (a), as amended, the waiver of premiums shall cease 
as of the date of such finding and the policy of insurance may be continued by 
payment of premiums as provided in such policy. In any case in which the Ad- 
ministrator finds that the insured’s failure to make timely application for waiver 
of premiunis or his failure to submit satisfactory evidence of the existence or 
continuance of total disability or of his entitlement to compensation for a dis- 
ability, rated as 30 per centum or more disabling, under part I or part II of 
Veterans Regulation Numbered 1 (a), as’ amended, was due to circumstances 
beyond his control, the Administrator may grant waiver or continuance of 
waiver of premiums. In the event of death of the insured without filing applica- 
tion for waiver, the beneficiary, within one year after the death of the insured, 
or, if the beneficiary be insane or a minor, within one year after the removal 
of such legal disability, may file application for waiver with evidence of the 
insured’s right to waiver under this subsection. The premium rate shall be 
calculated without charge for the cost of waiver of premiums herein provided 
and no deduction from benefits otherwise payable shall be made on account 
thereof.” 

Sec. 3. The amendments made by this Act shall apply only with respect to 
premiums becoming due on and after the date of enactment of this Act. 


[H. R. 2163, 84th Cong., 1st sess. ] 


A BILL To provide for issuing policies of natioral service life insurance to veterans of 
World War II 


Be it enacted by the Senate and House of Representatives of the United States 
in Congress assembled, That section 619 of the National Service Life Insurance 
Act of 1940 (38 U.S. C., see. 820), is amended by inserting “(a)” immediately 
after “See. 619.” and by adding at the end thereof the following: 

“(b) Notwithstanding the provisions of subsection (a), but subject to the 
provisions of the first proviso under the capticn ‘Transfer of Appropriations’ 
contained in title 11 of the First Supplemental Surplus Appropriation Rescission 
Act, 1946 (Public Law 301, Seventy-ninth Congress), any individual who has 
had active service between October 8, 1940, and September 2, 1945, both dates 
inclusive, shall, if he applies therefor within one year after the date of enact- 
ment of this subsection, be granted national service life insurance on the five- 
year level premium term plan upon payment or authorization for the deduction 
of premiums and evidence satisfactory to the Administrator showing that he is 
in good health at the time of such application. For the purpose of granting 
insurance applied for under this subsection the Administrator shall not deny 
that the applicant is in good health because of any disability or disabilities, 
whether or not total in degree, actually or presumptively incurred in or aggra- 
vated by active service.. In any case in which insurance is granted by reason 
of the immediately preceding sentence, the premiums paid on such insurance 
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shall be credited directly to the national service life-insurance appropriation 
and any payments of benefits on such insurance shall be made directly from 
such appropriation. The maximum amount of insurance for which an individual 
is otherwise eligible to apply under this subsection shall be decreased by the 
amount of any insurance which he may have surrendered for its cash-surrender 
value. 


[H. R. 2664, 84th Cong., Ist sess.] 


A BILL To extend the gratuitous insurance benefits granted by subsection 602 (d) of the 
National Service Life Insurance Act of 1940. as amended, to parents of certain deceased 
members of the Armed Forces without regard to the dependency of such parents, and for 
other purposes 


Be it enacted by the Senate and Ilouse of Representatives of the United States 
of America in Congress assembled, That subsection 602 (d) (2) of the National 
Service Life Insurance Act of 1940, as amended, is amended by striking out the 
colon in subparagraph (C) thereof and inserting in lieu thereof a semicolon 
and the following new subparagraph: 


“(D) if no widow, widower, child, or dependent mother or father entitled 
thereto, to the nondependent mother or father of the insured, if living, in 
equal shares :” 


Sec. 2. The amendment made by this Act shall be effective as of October 8, 
1940. Notwithstanding the limitations contained in subparagraph 602 (d) (5) 
of the National Service Life Insurance Act of 1940, as amended, a claim filed 
under the subparagraph added by this Act within two vears after the date of 
enactment of this Act shall be valid. 


[H. R. 2828, 84th Cong., 1st sess.] 


A BILL To amend the National Service Life Insurance Act of 1940 and the Servicemen’s 


Indemnity Act of 1951 to provide for lump-sum payments to certain beneficiaries under 
those Acts 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 602 (h) of the National Service 
Life Insurance Act of 1940 is amended by renumbering paragraph (3) as para- 
graph (4) and by inserting after paragraph (2) the following new paragraph: 

“(3) (A) The beneficiary, whether or not the first beneficiary, shall have the 
right to elect at any time to receive in one sum that part of the proceeds of the 
insurance which remains unpaid. Such part shall be computed by subtracting 
from the net value of the insurance upon maturity the aggregate of all pay- 
ments made to the beneficiaries on account of such insurance. 

“(B) The Administrator is directed to send to each beneficiary of insurance 
which matured prior to August 1, 1946, a notice explaining the right of election 
granted by subparagraph (A). Such notice shall be sent by registered mail 
addressed to the last known address of the addressee.” 

Sec. 2. Section 4 of the Servicemen’s Indemnity Act of 1951 is amended by 
inserting before the period at the end thereof the following: “; except that such 
indemnity shall be paid to the beneficiary or beneficiaries in one sum if the 
insured has so specified in writing”’. 


[H. R. 3664, 84th Cong., 1st sess.] 


A BILL To amend the National Service Life Insurance Act of 1940 to allow certain 
insurance policies to be issued or reinstated 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress Assembled, That section 619 of the National Service Life 
Insurance Act of 1940, as amended (38 U.S. C., sec. 820), is amended by inserting 
“(a)” immediately after “Sec. 619.” and by adding at the end thereof the 
following: 

“(b) Notwithstanding the provisions of subsection (a), any person who, prior 
to April 25, 1951, has had active service prior to such date for ninety days or 
more, and was honorably discharged or released from such service, or who 
served less than 90 days and was discharged from such service because of dis- 
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ability incurred or aggravated in line of duty, and who was entitled to be 
granted national service life insurance, shall, if he makes application therefor 
within one year after the date of enactment of this subsection, be granted such 
insurance on the five-year level premium term plan under the provisions of sec- 
tion 602 (c) (2) of the National Service Life Insurance Act of 1940, as amended 
(38 U. S. C., see. 802 (c) (2)). For the purpose of granting insurance applied 
for under this subsection, the Administrator shall not deny that the applicant 
is in good health because of any disability or disabilities, less than total in degree, 
resulting from or aggravated by such active service. In any case in which insur- 
ance is granted by reason of the immediately preceding sentence, the premiums 
paid on such insurance shall be credited directly to the national service life- 
insurance appropriation and any payments of benefits on such insurance shall 
be made directly from such appropriation.” 

Sec. 2. Section 602 (c) (2) of the National Service Life Insurance Act of 
1940, as amended (38 U. S. C., sec. 802 (c) (2)), is amended by striking out 
“September 2, 1945” and inserting in lieu thereof ‘April 24, 1951”. 





[H. R. 4420, 84th Cong., 1st sess. ] 


A BILL To modify the basis for award of gratuitous national service life insurance to a 
dependent parent 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first proviso of section 602 (d) (5) 
of the National Service Life Insurance Act of 1940, as amended (38 U. 8. C. 802), 
is hereby amended to read as folows: “Provided, That no application for in- 
surance payments under subsection (2) or (3), as hereby amended, shall be 
valid unless filed in the Veterans’ Administration within seven years after the 
date of death of the insured or, in the case of a parent, within two years after 
dependency commences or two years after the date of this amendatory Act, 
whichever is the later date, and such dependency once established shall be 
presumed to continue :”. 

Sec. 2. The amendment made by section 1 of this Act to section 602 (d) (5) 
of the National Service Life Insurance Act of 1940, as amended (38 U. 8S. C. 
802), shall not be construed (1) to require the reduction, for any period prior 
to the first day of the third calendar month following receipt of claim by or 
on behalf of a parent made eligible for an insurance award by such amend- 
ment, of any insurance award made prior to the date of this Act, or (2) to 
require duplicate payments of benefits in any case. 


[H. R. 4421, 84th Cong., 1st sess.] 


A BILL To extend to certain persons an additional period in which to obtain national 
service life insurance under section 620 of the National Service Life Insurance Act of 
1940 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That any person, released from active service 
on or after April 25, 1951, who, before January 1, 1955, was determined by the 
Veterans’ Administration to have service connection for a disability or disa- 
bilities which would have made him eligible for insurance under section 620 
of the National Service Life Insurance Act of 1940, as amended, and who was 
not informed by the Veterans’ Administration of his right to apply for such 
insurance, shall, under the terms and conditions otherwise specified in such 
section, upon application in writing made within one year from the date of this 
enactment and payment of premiums, be granted insurance by the United States 
against the death of such person occurring while such insurance is in force, 
notwithstanding the one-year limitation otherwise provided in the section. 


{H. R. 4422, 84th Cong., Ist sess.] 


A BILL To authorize the grant of insurance under section 621 of the National Service 
Life Insurance Act of 1940, on permanent, as well as five-year level premium term, 
plans 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the second sentence of subsection (a) 
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of section 621 of the National Service Life Insurance Act of 1940, as amended, 
is hereby amended to read as follows: “Insurance granted under this section 
shall be issued upon the same terms and conditions as are contained in the 
standard policies of national service life insurance except (1) the premium 
rates for such insurance shall be based on the Commissioners 1941 standard 
ordinary table of mortality and interest at the rate of 2% per centum per 
annum; (2) all cash, loan, paid-up, and extended values shall be based upon the 
Commissioners 1941 standard ordinary table of mortality and interest at the 
rate of 24% per centum per annum; (3) all settlements on policies involving 
annuities shall be calculated on the basis of the annuity table for 1949, and 
interest at the rate of 244 per centum per annum; (4) insurance granted under 
the provisions of this section shall be on a nonparticipating basis and all 
premiums and other collections therefore shall be credited directly to a revolving 
fund in the Treasury of the United States, and any payments on such insurance 
shall be made directly from such fund.” 





[H. R. 4423, 84th Cong., 1st sess.] 


A BILL To provide continued national service life insurance for certain veterans totally 
disabled in active military or naval service 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That such portion of section 602 (n) of the 
National Service Life Insurance Act of 1940, as amended (38 U. S. C. 802), as 
precedes the first proviso is hereby amended effective October 3, 1940, to read as 
follows: “Upon application by the insured and under such regulations as the 
Administrator may promulgate, payment of premiums on such insurance may be 
waived during the continuous total disability of the insured, which continues or 
has continued for six or more consecutive months, if such disability commenced 
(1) subsequent to the date of this application for insurance, (2) while the insur- 
ance was in force under premium-paying conditions or deemed in force under 
section 602 (m) (2) of this Act, and (3) prior to the insured’s sixtieth birth- 
duy:”. 

Sec. 2. Any application for waiver of premiums on account of total disability 
which commenced while insurance was deemed to have continued in force under 
section 602 (m) (2) of the National Service Life Insurance Act of 1940, as 
amended (38 U. S. C. 802), shall be valid if filed by the insured or beneficiary 
within one year after date of this Act. 





[H. R. 4658, 84th Cong., 1st sess. ] 


A BILL To amend section 602 of the National Service Life Insurance Act of 1940 to 
provice an optional method of settlement of certain contracts of insurance which matured 
prior to September 30, 1944 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That paragraph (2) of subsection (h) of sec- 
tion 602 of the National Service Life Insurance Act of 1940 (38 U. S. C., see. 
802), is hereby amended by adding at the end thereof the following: ‘“Notwith- 
standing the foregoing provisions of this section, in any case in which insurance 
benefit payments were commenced prior to September 30, 1944, and a refund life 
income was not elected under this section, the beneficiary in receipt of such pay- 
ments, whether or not the first beneficiary, shall have the right to elect within 
the one-year period which begins on the date of enactment of this sentence to 
receive the face value of the policy (or, if there are two or more beneficiaries, 
his pro rata share of the face value of the policy) in lieu of any further pay- 
ments on such policy, or to continue to receive monthly installments on such 
policy in the amounts which he is receiving on the date of enactment of this 
sentence, with such installments continuing until two hundred and forty monthly 
installments have been paid. Where payments of installments on any policy of 
insurance referred to in the preceding sentence cease or have ceased prior to the 
expiration of the one-year period which begins on the date of enactment of this 
sentence because of the payment of one hundred and twenty installments certain, 
payments on such policy shall be deemed to have continued for the purposes of the 
preceding sentence.” 

Sec. 2. The Administrator of Veterans’ Affairs shall from time to time transfer 
from the national service life insurance appropriation to the national service life 
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insurance fund such sums as may be necessary to reimburse such fund for pay- 
ments made solely by reason of the amendment made by this Act. 

Sec. 3. The Administrator of Veterans’ Affairs is directed to send, within one 
year after the date of enactment of this Act, to each beneficiary of insurance 
on which payments were commenced prior to September 30, 1944, under section 
602 (h) (2) of the National Service Life Insurance Act of 1940, who has not 
elected to receive a refund life income under such section, a notice explaining 
the right of election granted by the amendment made by this Act. Each such 
notice shall be sent by registered mail addressed to the last known address of the 
addressee. 





[H. R. 5307, 84th Cong., 1st sess.] 


A BILL To amend section 602 of the National Service Life Insurance Act of 1940 to provide 
for lump-sum payments to certain beneficiaries under such Act 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 602 (h) (2) of the 
National Service Life Insurance Act of 1940 is hereby amended by adding at 
the end thereof the following: “Notwithstanding the foregoing provisions of 
this paragraph, any beneliciary in receipt of monthly installments payable under 
this paragraph may at any time ele.t to receive in one sum that part of the 
proceeds of the insurance which remains unpaid. Such part shall be computed 
by subtracting froin the net value of the insurance upon maturity the aggregate 
of all payments made to the beneticiaries on account of such insurance.” 

Sec. 2. Within one year after the date of enactment of this Act the Admin- 
istrator of Veterans’ Affairs shall send to each beneficiary in receipt of monthly 
installments under section 602 (h) (2) of the National Service Life Insurance 
Act of 1940, by registered mail, a notice explaining the right of election granted 
to the beneliciary by the next-to-last sentence of such section 602 (h) (2). 


[H. R. 5485, 84th Cong., Ist sess.] 


A BILL To amend the Servicemen’s Indemnity Act of 1951, approved April 25, 1951, to 
limit payment of indemnity to brothers and sisters of the insured who are dependent at 
the time of the insured’s death 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 3 of the Serv:cemen’s Indemnity 
Act of 1951, approved April 25, 1£51, is hereby amended by substituting a colon 
for the period at the end of the first sentence thereof and adding the following: 
“Provided, That where an insured dies on or after the date of this amendatory 
Act, no indemnity shall be payable to a brother or a sister unless such brother 
or sister is proved to be dependent as of the date of death of the insured by 
evidence satisfactory to the Administrator.”. 


{H. R. 5552, 84th Cong., Ist sess.) 


A BILL To amend section 621 of the National Service Life Insurance Act of 1940 to provide 
that policies of insurance issued under that section on the five-year level premium term 
plan may be exchanged for or converted to insuiance on any other plan 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 621 of the National Service Life 
Insurance Act of 1940 (38 U. 8S. C., sec. 821) is hereby amended, effective as of 
April 25, 1951, by striking out clause (1) thereof, and by redesignating Clauses 
(2), (3), and (4) thereof as clauses (1), (2), and (3), respectively, 


[H. R. 5574, 84th Cong., Ist sess.] 
A BILL To restore the right of certain veterans to apply for insurance 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 619 of the National Service Life 
Insurance Act of 1940, as amended, is hereby amended by inserting after the 
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words “Servicemen’s Indemnity Act of 1951,” the words “section 310 of the 
World War Veterans’ Act, 1924, as amended,”’; by inserting the figure “602 
(c) (2),” before the figure “620” ; by substituting a period for the colon preceding 
the proviso; and by striking the proviso. 





[H. R. 5955, 84th Cong., 1st sess.] 


A BILL To amend certain provisions of the National Service Life Insurance Act of 1940, 
as amended, to assure the right to judicial review 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the third proviso of section 602 (n) of 
the National Service Life Insurance Act of 1940, as amended, is hereby amended, 
effective as of October 8, 1940, to read as follows: “Provided further, That in 
any case in which the insured’s failure to make timely application for waiver of 
premium or his failure to submit satisfactory evidence of the existence or con- 
tinuance of total disability was due to circumstances beyond his control, waiver 
or continuance of waiver of premiums may be granted :”. 

Sec, 2. Section 602 (r) of the National Service Life Insurance Act of 1940, 
as amended, is hereby amended to read as follows: 

“(r) In any case in which premiums are not waived under subsection (n) 
hereof solely because the insured died prior to the continuance of total disability 
for six months, and proof of such facts is filed by the beneficiary with the Vet- 
erans’ Administration within one year after the enactment of this amendment, 
or one year after the insured’s death, whichever is the later date, his insurance 
shall be deemed to be in force at the date of his death, and the unpaid premiums 
shall become a lien against the proceeds of his insurance: Provided, That if the 
beneficiary be insane or a minor, proof of such facts may be filed within one 
year after removal of such legal disability.” 


[H. R. 6100, 84th Cong., 1st sess.] 
A BILL To amend the National Service Life Insurance Act of 1940, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 602 (g) of the National Service 
Life Insurance Act of 1940, as amended, is amended by inserting before the period 
at the end thereof the following: “: Provided further, That in any case if an 
insured has designated his spouse as beneficiary and subsequently such spouse 
is divorced from the insured on the ground of the latter’s mental incompetency, 
then in such event the legally appointed guardian of the insured, acting pursuant 
to an order of the court having jurisdiction of the insured’s person and estate, 
may change the beneficiary designaion to the estate of the insured”. 


[H. R. 6419, 84th Cong., 1st sess. ] 


A BILL To redefine the terms “stepchild” and “stepparent” for the purposes of the 
Servicemen’s Indemnity Act of 1951, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first sentence of section 3 of the 
Servicemen’s Indemnity Act of 1951 (38 U. S. C. 852) is hereby amended (1) by 
deleting therefrom the words “including a stepchild, adopted child, or an ille- 
gitimate child if the latter was designated as beneficiary by the insured” and 
inserting in lieu thereof the words “including a stepchild if designated as bene- 
ficiary by the insured or if a member of the insured’s household, adopted child, 
or an illegitimate child if the latter was designated as beneficiary by the insured’”’, 
and (2) by deleting therefrom the words “including a stepparent, parent by 
adoption, or person who stood in loco parentis to the insured at any time prior 
to entry into the_active service for a period of not less than one year” and 
inserting in lieu thereof the words “including a parent by adoption, or person 
who stood in loco parentis to the insured prior to attainment of twenty-one years 
of age and for a period of not less than one year prior to entry into the active 
service, or a stepparent who does not meet the loco parentis requirement if 
designated as beneficiary”. 
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[H. R. 6530, 84th Cong., Ist sess.] 


A BILL To provide for the reinstatement of national service life insurance for certain 
totally disabled veterans 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 602 (m) (2) (c) be amended to 
read as follows: 

‘‘(c) the insured was sentenced by court-martial, if (1) he was restored to 
active duty, or (2) he was required to engage in combat, or (3) he became, and 
continued to be, totally disabled, or (4) he was killed in combat.” 


DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, January 3, 1955. 
Hon. Sam RAYBURN, 
Speaker of the House of Representatives. 
Dear Mr. Speaker: There is forwarded herewith a draft of legislation to 
further amend section 622 of the National Service Life Insurance Act of 1940. 
This proposal is part of the Department of Defense legislative program for 
1955 and the Bureau of the Budget has advised that it has no objection to the 
presentation of this proposal for the consideration of the Congress. The Dopart- 
ment of the Air Force has been designated as the representative of the Depart- 
ment of Defense for this legislation. It is recommended that this proposal be 
enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


Under section 622 of the National Service Life Insurance Act of 1940, as added 
by section 10 of the Insurance Act of 1951, approved April 25, 1951, provision is 
made for the waiver of premiums payab’e on 5-year level premium term and the 
pure insurance risk portion of permanent plan national service life insurance 
or United States Government life insurance policies held by any person while 
in active service for a continuous period in excess of 30 days. In the case of 5- 
vear level premium term insurance, it would be desirable and to the advantage 
of any person on active duty who holds such insurance to accept this privilege, 
inasmuch as by so doing they would receive free insurance coverage without in 
any way canceling or restricting their insurance contracts. It is also considered 
desirable to grant persons who hold permanent plan insurance an opportunity to 
waive premiums on the pure insurance risk portion of their premiums, if they 
have been unable to do so by reasons beyond their control. 

However, there were approximately 10,000 members of the armed services in a 
missing status, substantial numbers of whom, through the exigencies of the 
military situation and through no fault of their own, had no opportunity to 
avail themselves of this privilege, since a written application must be made by 
the insured. 

This proposed legislation would amend the statute to waive automatically the 
premiums for those persons holding 5-year level premium term pian insurance 
who have been officially designated as missing, missing in action, interned, cap- 
tured, beleaguered, or besieged, under the terms of the Missing Persons Act, 
within 1 year after the passage of Public Law 23 (Insurance Act of 1951). Such 
persons holding a permanent plan of insurance would be given an opportunity 
to retroactively waive the pure insurance risk portion of their premiums within 
120 days after return to military jurisdiction, but persons in this category 
who die on or prior to the last date on which they may avail themselves of 
this opportunity would have such premiums automatically waived. 

Information with respect to the election of waiver of premium privilege under 
the Insurance Act of 1951 did not reach some personne! prior to their becoming 
prisoners of war or missing in action after its enactment on April 25, 1951. 
This legislation would extend the automatic waiver of the waiverable premium 
for persons who were determined to be in a prisoner-of-war or missing status 
after the passage of the Insurance Act of 1951 and prior to April 26, 1952. 

Also, the proposed iegislation would amend the statute for cadets and mid- 
sbipmen of the United States Military, Naval, Air Foree, and Coast Guard 
Academies to authorize an automatic waiver of premiums of national service life 
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insurance and United States Government life insurance. These cadets and mid- 
shipmen are included under section 2 of Public Law 23, and are eligible under the 
indemnity provision thereof. However, they are not presently considered to 
be in “active service” within the meaning of section 622, supra, and, conse- 
quently, are not eligible to file application for the waiver of premiums. After 
the enactment of the proposed legislation cadets and midshipmen would be in an 
“active service” status within the meaning of section 622, supra. 


LEGISLATIVE REFERENCES 


This proposal was submitted to the 883d Congress as a part of the Department 
of Defense legislative program and was introduced in the form of H. R. 4599. 


COST AND BUDGET DATA 


Enactment of this proposal would result in no increase in the budgetary re- 
quirements of the Department of Defense. 
Sincerely yours, 
H. E. Tarsort. 


A BILL To further amend section 622 of the National Service Life Insurance Act of 1940 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first proviso of section 622 of the 
National Service Life Insurance Act of 1940 (54 Stat. 1008), as added by section 
10 of the Insurance Act of 1951 (65 Stat. 36), is amended to read as follows: 

“Provided, That no premium may be waived under this section for any period 
before the date of application therefor, «xcept that (1) if the insured is deter- 
mined, as provided in the Missing Persons Act (56 Stat. 143), as amended, to 
have been in a status of missing, missing in action, interned, captured, be- 
leaguered, or besieged, at any time after April 25, 1951, and before April 26, 1952, 
(A) all premiums due or paid after June 1, 1951, on five-year level premium. term 
insurance shall, during the period of such status and during the remainder of 
his continuous active service and 120 days thereafter, be waived unless the 
insured requests in writing that this waiver be terminated; and (B) that portion 
of any permanent insurance premiums due or paid after June 1, 1951, which 
represents the cost of the pure insurance risk shall, during the period of such 
status and during the remainder of his continuous active service and 120 days 
thereafter, be waived if the insured applies therefor within 120 days after the 
date of enactment of this clause or the date of his return to military jurisdic- 
tion, whichever is later, or if the insured dies or is declared dead while in such 
missing status or if the insured dies on or prior to the last day upon which he 
may apply for such waiver under this clause; and (2) if the insured was a cadet 
at the United States Military Academy, the United States Air Force Academy, 
the United States Coast Guard Academy, or a midshipman at the United States 
Naval Academy, at any time after April 25, 1951, and before the date of enact- 
ment of this clause, all premiums due or paid after June 1, 1951, on five-year level 
premium term insurance and that portion of any permanent insurance premiums 
due or paid after June 1, 1951, which represents the cost of the pure insurance 
risk shall, during the period of such status and during the remainder of his 
continuous active service and 120 days thereafter, be waived unless the insured 
requests in writing that this waiver be terminated :”. 

Sec. 2. The third proviso of section 622 of the National Service Life Insurance 
Act of 1940 (54 Stat. 1008), as added by section 10 of the Insurance Act of 1951 
(65 Stat. 36), is amended to read as follows: 

“Provided further, That premium waiver benefits under this section render the 
contract of insurance nonparticipating during the period a premium waiver is in 
effect :”. 

Src. 3. Section 622 of the National Service Life Insurance Act of 1940 (54 
Stat. 1008S), as added by section 10 of the Insurance Act of 1951 (65 Stat. 36),. 
is amended by adding the following at the end thereof: 

“In this section, the words ‘active service’ include service as a cadet at the 
United States Military Academy, the United States Air Force Academy, the 
United States Coast Guard Academy, or as a midshipman at the United States 
Naval Academy.”. 
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VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., February 8, 1955. 
Hon. OLin B. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Teacue: Reference is made to your letter of January 14, 1955, 
requesting a report by the Veterans’ Administration on H. R. 1615, 84th Con- 
gress, a bill to permit court review of Veterans’ Administration decisions on 
issuance, reinstatement, or conversion of insurance. 

The purpose of the bill is to enlarge the jurisdiction of United States district 
courts beyond the presently authorized hearing of claims under a contract of 
insurance to include any controversy concerning the issuance, reinstatement, or 
conversion of insurance, and extend the limitation on the time within which suit 
may be instituted on controversies to 6 years after refusal to issue, reinstate, or 
convert insurance or 6 years after the enactment of the bill, whichever is the 
later date. 

H. R. 1615 is identical with H. R. 6578, 883d Congress, on which a report was 
furnished to your committee by the Veterans’ Administration on March 4, 1954 
(Committee Print No. 196), a copy of which is enclosed. The report on H. R. 
6578 is equally applicable to the present bill. 

Advice has been received from the Bureau of the Budget that there is no objec- 
tion to the presentation of this report to the committee and that the Bureau of 
the Budget also recommends against favorable consideration of this legislation. 

Sincerely yours, 
Joun S. PATTERSON, 
For H. V. HIGLey, 


Administrator. 





COMMITTEE ON VETERANS’ AFFAIRS, HOUSE OF REPRESENTATIVES 
VETERANS’ ADMINISTRATION, 
Washington 25, D. C., March 4, 1954. 
Hon. Epirn Nourse Rocers, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mrs. Rocsrs: This is in reply to your letter, dated August 4, 1953, request- 
ing a report on H. R. 6578, 83d Congress, a bill to permit court review of 
Veterans’ Administration decisions on issuance, reinstatement, or conversion of 
insurance. 

The purpose of the bill is to enlarge the jurisdiction of United States district 
courts beyond the presently authorized hearing of claims under a contract of 
insurance to include any controversy concerning the issuance, reinstatement, or 
conversion of insurance, and extend the limitation on the time within which suit 
may be instituted on controversies to 6 years after refusal to issue, reinstate, or 
convert insurance or 6 years after the enactment of the bill, whichever is the 
later date. 

While the bill would amend section 19 of the World War Veterans’ Act, 1924, 
as amended, which act is applicable only to insureds under the mentioned act, 
it would doubtlessly be held applicable to the insurance issued under the National 
Service Life Insurance Act of 1940, as amended, by virtue of the provisions of 
section 617 of that act, which provides as follows: 

“In the event of disagreement as to any claim arising under this Act, suit may 
be brought in the same manner and subject to the same conditions and limita- 
tions as are applicable to the United States Government life (converted) insur- 
ance under the provisions of sections 19 and 500 of the World War Veterans’ 
Act, 1924, as amended.” 

In certain cases the bill, if enacted, might be construed as requiring the courts 
to perform functions which are essentially executive in character, and thus raise 
doubt as to its constitutionality. Apart from such consideration, enactment 
of the bill would involve many factors which would preclude accurate appraisal 
of its consequences at this time. There is inevitably a considerable lapse of 
time between the institution of suit and the trial of the cause. It is obvious that 
the court would be determining the correctness or incorrectness of a refusal to 
issue, reinstate, or convert insurance many years after the occurrence of such 
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refusal. Rights under any insurance contract are dependent upon such con- 
tingencies subsequent to issue, reinstatement, or conversion as the timely pay- 
ment or nonpayment of all required premiums and the occurrence or nonoccur- 
rence of the contingency or contingencies against which the insured is granted. 
Such contingencies would give rise to other controversies, refusals, disagreements, 
and suits. Such conditions would preclude any accurate determination as to 
the amount of insurance in force, the extent of losses or of gains and savings, 
and would create such uncertainty with respect to matters governing determina- 
tion and declaration of dividends as would possibly require a discontinuation of 
such declarations. 

The proposed additional grant of jurisdiction to settle controversies concern- 
ing the issuance, reinstatement, or conversion of insurance would not be in 
harmony with the judicial concepts that courts may not exercise compulsive 
powers to restrain the United States from acting or to compel it to act. Appar- 
ently, if jurisdiction were conferred upon the United States district courts as the 
bill proposes, the only true effective relief the court could grant would be by 
issue of an order in the nature of a writ of mandamus directing the United States 
to issue, reinstate, or convert the insurance which is the subject matter of the 
suit. It will be noted that the bill provides for suit against the United States 
alone and does not authorize or require joinder of the Administrator of Veterans’ 
Affairs or any other official. Hence, a writ in the nature of mandamus would 
have to issue against the United States and could not be issued directing an 
official person not party to the suit to do or refrain from doing anything with 
respect to such insurance. 

The United States district courts, outside of the District of Columbia, have 
never had jurisdiction to issue original writs of mandamus or orders in the nature 
of an original writ of mandamus. Moreover, the very nature of a writ in the 
nature of mandamus is such that it could not legically run against the sovereign 
itself. Historically, relief of this nature is sought in the name of the sovereign 
upon relation of an aggrieved party to command the performance by one of the 
sovereign’s officers, agents, or employees of a duty developing upon him by 
sovereign command. The bill implies that there is a need for the sovereign to 
seek the aid of its courts in the issuance of an order compelling the sovereign to 
act in accordance with the sovereign will. In discussing the extent to which a 
court should be permitted to exercise its compulsive powers to restrain the 
Government from acting, Chief Justice Vinson, in Larson v. Domestic and Foreign 
Commerce Corp, (337 U. S. 682, 703-704, 93 Law Ed. 1628, 1648) stated: 

“It is argued that the principle of sovereign immunity is an archaic hangover 
not consonant with modern morality and that it should therefore be limited 
wherever possible. There may be substance in such a viewpoint as applied to 
suits for damages. The Congress has increasingly permitted such suits to be 
maintained against the sovereign and we should give hospitable scope to that 
trend. But the reasoning is not applicable to suits for specific relief. For, it is 
one thing to provide a method by which a citizen may be compensated for a 
wrong done to him by the Government. It is a far different matter to permit a 
court to exercise its compulsive powers to restrain the Government from acting, 
or to compel it to act. There are the strongest reasons of public policy for the 
rule that such relief cannot be had against the sovereign. The Government, as 
representative of the community as a whole, cannot be stopped in its tracks by 
any plaintiff who presents a disputed question of property or contract right. As 
was early recognized, ‘the interference of the courts with the performance of the 
ordinary duties of the executive departments of the Government would be pro- 
ductive of nothing but mischief * * *’.” 

From an administrative standpoint the bill would present many difficult 
problems. Questions relating to the issue, reinstatement, or conversion should 
be promptly and finally determined in accordance with standardized uniform 
insurance practices and procedures. As stated above, there would be inevitably 
considerable delay between the institution of suit and the trial thereof. As suit 
might be commenced at any time within 6 years after the rfusal to issue, rein- 
state, or convert insurance, it is obvious that there could be no accurate settle- 
ments of accounts, declaration of dividends, and similar matters until final 
disposition of the suits. It appears obvious that standardized uniform insurance 
practices and procedures could not be maintained if questions such as the condi- 
tion of health of an applicant were left for determination by a jury unskilled in 
insurance underwriting. Such determinations would likely cause the acceptance 
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of many poor insurance risks and impose unwarranted liabilities on the insurance 
tunds which are maintained for the benefit of all policyholders. Because of the 
inapt and undesirable judicial proceedings which the bill would involve, and 
particularly because of the adverse effect which the enactment of the bill would 
have upon the United States Government life insurance trust fund and the 
national service life insurance trust fund, I strongly recommend that the bill be 
not favorably considered by your committee. 

Advice has been received from the Bureau of the Budget that there is no objec- 
tion to the presentation of this report to the committee and that the Bureau of 
the Budget also recommends against favorable consideration of this legislation. 

Sincerely yours, 
H. V. Hietey, Administrator. 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., February 8, 1955. 
Hon. OLIN E, TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

DEAR Mr. TEAGUE: Reference is made to your letter of January 14, 1955, re- 
questing a report by the Veterans’ Administration on H. R. 1622, 84th Congress, a 
bill to provide for the payment in a lump sum direct to counsel of a reasonable 
attorney’s fee in a suit brought by or on behalf of an insured during his lifetime 
for waiver of premiums on account of total disability. 

The purpose of the bill is to amend section 617 of the National Service Life 
Insurance Act of 1940, as amended, to provide for the payment in a lump sum 
direct to counsel of a reasonable attorney’s fee in a suit brought by or in 
behalf of an insured during his lifetime for waiver of premiums on account of 
total disability, such fee to be determined by the court and to be paid by the in- 
sured in an unsuccessful action and paid by the Government where the judgment 
is entered in the insured’s behalf. 

H. R. 1622 is identical with H. R. 6929, 83d Congress, on which a report 
was furnished to your committee by the Veterans’ Administration on June 4, 
1954 (Committee Print No. 264), a copy of which is enclosed. The report on 
H. R. 6929 is equally applicable to the present bill. 

Advice has been received from the Bureau of the Budget that there would 
be no objection to the submission of this report to your committee. 

Sincerely yours, 
JOHN S. PATTERSON 
(For H. V. Higley, Administrator). 


COMMITTEE ON VETERANS’ AFFAIRS, House OF REPRESENTATIVES 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR 
OF VETERANS’ AFFAIRS, 
Washington 25, D. C., June 4, 1954. 
Hon. Epirnh Nourse Rocers, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

DEAR Mrs. Rocers: This is in reply to your request for a report on H. R. 6929, 
83d Congress, a bill to provide for the payment in a lump sum direct to counsel of 
a reasonable attorney’s fee in a suit brought by or on behalf of an insured during 
his lifetime for waiver of premiums on account of total disability. 

The purpose of the bill is to amend section 617 of the National Service Life 
Insurance Act of 1940, as amended, to provide for the payment in a lump sum 
direct to counsel of a reasonable attorney’s fee in a suit brought by or in behalf of 
an insured during his lifetime for waiver of premiums on account of total dis- 
ability, such fee to be determined by the court and to be paid by the insured in an 
unsuccessful action and paid by the Government where the judgment is entered 
in the insured’s behalf. 
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Section 617 of the National Service Life Insurance Act of 1940, as amended, 
provides: 

“In the event of disagreement as to any claim arising under this Act, suit may 
be brought in the same manner and subject to the same conditions and limitations 
as are applicable to the United States Government life (converted) insurance 
under the provisions of sections 19 and 500 of the World War Veterans’ Act, 1924, 
as amended.” 

Section 500 of the World War Veterans’ Act, 1924, as amended, provides: 

“Except in the event of legal proceedings under section 19 of Title I of this Act, 
no claim agent or attorney except the recognized representatives of the American 
Red Cross, the American Legion, the Disabled American Veterans, and Veterans 
of Foreign Wars, and such other organizations as shall be approved by the direc- 
tor, shall be recognized in the presentation or adjudication of claims under 
Titles II, III, and IV of this Act and payment to any attorney or agent for such 
assistance as may be required in the preparation and execution of the necessary 
papers in any application to the bureau shall not exceed $10 in any one case: 
Provided, however, That wherever a judgment or decree shall be rendered in an 
action brought pursuant to section 19 of Title I of this Act the court, as a part of 
its judgment or decree, shall determine and allow reasonable fees for the attor- 
neys of the successful party or parties and apportion same if proper, said fees not 
to exceed 10 per centum of the amount recovered and to be paid by the bureau out 
of the payments to be made under the judgment or decree at a rate not exceeding 
one-tenth of each of such payments until paid. Any person who shall, directly or 
indirectly, solicit, contract for, charge, or receive, or who shall attempt to solicit, 
contract for, charge, or receive any fee or compensation, except as herein pro- 
vided, shall be guilty of a misdemeanor, and for each and every offense shall be 
punishable by a fine of not more than $500 or by imprisonment at hard labor for 
not more than two years, or by both such fine and imprisonment.” 

It will be noted that section 500 limits the fee that may be allowed by the court 
to an amount not to exceed 10 percent of the amount recovered and to be paid by 
the Veterans’ Administration out of the payments to be made under the judgment 
or decree at a rate not exceeding one-tenth of each such payment until paid. 

In a suit by the insured based on denial of a claim for waiver of premiums on 
account of total disability, the judgment could not provide for payment of any 
monetary amount to a successful claimant except the amount of premiums paid 
subsequent to the commencement of total disability, which, in most instances, 
would be inadequate to provide a reasonable attorney’s fee under the limitations 
contained in section 500 above noted. The limitations in section 500 make it 
impractical for an insured, unless acting as his own lawyer, to bring a suit to 
secure court determination of his claim for waiver of premiums on account of 
total disability. 

The United States is a sovereign and cannot be sued without its consent and, 
when such consent is given, the United States generally is not liable for costs 
unless specifically so provided by statute. It would be a departure from long- 
established policy to provide as proposed by the bill that the Government be 
required to pay attorneys’ fees of a successful plaintiff. Such proposal, if enacted, 
could be cited as a precedent for requiring the Government to pay attorneys’ fees 
to all successful plaintiffs in suits brought under section 617 of the National 
Service Life Insurance Act of 1940, as amended, and perhaps under other unre- 
lated consent statutes. 

With no limitation on the amount of the fee, this bill, if enacted, could be very 
expensive. The bill does not provide any appropriation from which atorneys’ 
fees would be payable, and it is not clear whether it is intended that fees should 
be payable from the appropriations for the Department of Justice, the national 
service life insurance appropriation, or the national service life insurance fund. 
It would seem unjust and of questionable validity to burden the national service 
life insurance fund with such liability. 

The Veterans’ Administration concedes that the difficulty in securing services 
of an attorney to bring suit in the event of disagreement as to claim for waiver of 
premiums on account of total disability while the veteran is alive presents a 
problem and, if deemed desirable, would not object to the enactment of legis- 
lation amending section 500 to avthorize the court to allow a reasonable attor- 
ney’s fee to be paid by the plaintiff (whether successful or not in the court) in 
suits brought during his lifetime for waiver of premiums on account of total dis- 
ability. However, this could prevent, in some instances, appeals to the Board of 
Veterans’ Appeals. 
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The Veterans’ Administration recommends unfavorable consideration of the 
bill in its present form. 
Advice has been received from the Bureau of the Budget that there would be 
no objection by that Office to the submission of this report to your committee. 
Sincerely yours, 


H. V. Hietey, Administrator. 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., March 28, 1955. 
Hon. OLIN E. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D.C. 

DEAR MR. TEAGUE: This is in reply to your request for a report by the Veterans’ 
Administration on H. R. 107, 84th Congress, a bill to provide paid-up insurance 
for certain aged veterans. 

The purpose of the bill is to provide that “every United States Government 
life insurance, national service life insurance, or converted insurance policy 
shall be considered fully paid and no further premiums collected thereon in all 
cases where the insured has attained the age of seventy years and has paid 
premiums for twenty-five years or more.” 

The bill would provide paid-up insurance at age 70 for all insureds who 
have paid or will hereafter pay premiums for 25 years or more on insurance 
heretofore or hereafter issued by the Government under the World War Veterans’ 
Act, 1924; as amended, or the National Service Life Insurance Act of 1940, as 
amended. Although the bill does not specifically so state, it is assumed from 
the use of the word “insured” that it is intended to require that such insurance 
be in force upon attainment of age 70. 

Due to the eligibility requirements of age 70 and payment of premiums for 
25 years or more the only important classes of policyholders to be benefited 
would be holders of 5-year level premium term and ordinary life policies. Those 
with 20-payment life, 20-year endowment, and endowment at 60, 62, or 65 policies 
would receive no benefit whatever. Holders of 30-payment life and 30-year 
endowment policies would benefit only in the event their policies were issued 
after age 40 and then only for a few years (not to exceed 5). Further, since 
national service life insurance was not issued prior to October 8, 1940, no holder 
of such insurance could qualify under the bill prior to October 1965. 

The fundamental principle upon which any plan of insurance is based is that 
the premiums paid, together with interest earned thereon, if any, must provide 
sufficient reserves to pay all losses over the period covered by the contract. The 
amounts in excess of the current cost of protection contributed by each insured 
member under a limited payment life plan are in the nature of prepayments on 
account of protection to be furnished in the future. For that reason an insured 
under a 20-payment life plan pays more premium each year over a shorter period 
of time than an insured under a 30-payment life plan, while both pay more each 
year over a limited premium paying period than an insured under an ordinary 
life plan who continues his premium payments throughout life. On the other 
hand, the premiums charged for insurance under the 5-year level premium term 
plan cover only the cost of the protection furnished over a 5-year period, and 
therefore no reserve is accumulated other than that which is temporarily built 
up for the leveling of the term premium over the 5-year period and which is 
exhausted at the end of each period. Hence, the cost of the protection furnished 
under term insurance is always approximately equal to the premiums received. 
Therefore, it would always be to the advantage of term policyholders to carry 
their insurance to age 70 as term insurance, thus avoiding paying the higher 
premiums for permanent insurance. Moreover, if the bill were enacted, no 
holder of permanent insurance who has or will have paid premiums for 25 
years Or more and who would be protected under extended insurance to age 70, 
would need to pay any further premiums to be fully protected for life. 

The bill would apply to both participating and nonparticipating insurance 
issued by the Government. Under the former, the insured is allowed to par- 
ticipate, that is, receive as dividends a portion of the surplus, after deducting 
the reserve value of the policies, resulting from savings from mortality and 
gains from investment and forfeitures. With the exception of insurance issued 
to certain disabled persons all United States Government life insurance, and 
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national service life insurance issued prior to April 25, 1951, was participating 
insurance. The amendments made by the act of April 25, 1951 (Public Law 23, 
82d Cong.), to the National Service Life Insurance Act of 1940, as amended, 
restricted the issuance of participating insurance to certain persons discharged 
from the Armed Forces after that date who previously had such insurance, and 
provided that otherwise only nonparticipating national service life insurance 
may be issued and only to such persons who apply therefor within 120 days of 
discharge, or if suffering from service-connected disabilities within 1 year from 
the date service connection is determined by the Veterans’ Administration. 

United States Government life insurance and participating national service 
life insurance are operated as mutual life insurance organized on the level pre- 
mium, legal, reserve basis. All premiums paid on such insurance and all interest 
earned thereon are covered into special funds in the Treasury designated as the 
United States Government life insurance fund and the national service life in- 
surance fund. These funds are administered by the Government, as trustee, for 
the sole benefit of the policyholders and their beneficiaries. 

On the other hand, under nonparticipating national service life insurance all 
premiums and other collections therefor are credited directly to a revolving fund 
in the Treasury, and any payments on such insurance are made directly from the 
revolving fund. The law specifically authorizes appropriations to such fund. 

The insurance which would be “considered fully paid” under the bill would in- 
clude the usual features of such contracts. Under the present law only United 
States Government life insurance and national service life insurance issued on a 
permanent plan may become paid up. Such permanent plan contracts contain 
provisions for cash and loan values. Under the bill, insurance issued on the 
5-year level premium term basis would be deemed paid up. However, such in- 
surance would have no cash or loan values since such features are not contained 
in the present contracts of term insurance. All United States Government life 
insurance contains provision for the payment of benefits of $5.75 per thousand 
dollars of insurance in force in the event of total and permanent disability. 

The retroactive effect of the bill would entail a very considerable amount of 
administrative work. All claims and insurance folders would have to be 
searched in order to ascertain those cases where premiums had been paid on 
United States Government life insurance for 25 years or more and the insurance 
lapsed after age 70 but prior to the insured’s death or becoming permanently and 
totally disabled. These cases would have to be readjudicated, estates reopened, 
and insurance payments to beneficiaries adjusted. Such review and adjustment 
would undoubtedly result in controversies and litigation and would, of course, 
greatly increase any costs which might be estimated in connection with this Dill. 

Since no benefits by reason of enactment of this bill could accrue to national 
service life-insurance policyholders before 1965 at the earliest, it would be pos- 
sible for many affected policyholders to be charged for their benefits by drastical- 
ly cutting or completely wiping out their future dividends. These policyholders 
would in effect be in possession of, and be charged for, life paid up at 70 policies 
regardless of the fact that they wished to pay for only ordinary life or 5-year 
term policies. As indicated, generally holders of nonparticipating national serv- 
ice life insurance pay lower premiums and are not entitled to dividends. Hence, 
there is no way in which such policyholders could be charged for the benefits pro- 
vided by the bill. Such cost, which would undoubtedly be very large, would have 
to be borne by the Government. 

In the case of United States Government life insurance, where there are already 
approximately 4,300 policies which would be eligible under this bill, if enacted, 
it will not be possible, in general, to charge the cost of benefits of the bill in any 
important degree to the recipients thereof even by completely wiping out their 
dividends. These costs would have to be assessed against the future dividends 
of other policyholders, many of whom would never be eligible for benefits under 
the bill. 

Because of the uncertainty of future rates of mortality, disability, withdrawal 
among United States Government life insurance and participating national serv- 
ice life insurance policyholders, and uncertainty as to the number who in the 
future will become eligible for and apply for issue of nonparticipating national 
service life insurance under section 620 and section 621 of the National Service 
Life Insurance Act of 1940, as amended, it is not possible to give a reasonable 
estimate of the cost of the bill. 

Because of the adverse effect which the enactment of the bill would have upon 
the United States Government life insurance fund and the national service life 
insurance fund, and the other considerations set forth above, I recommend against 
favorable consideration of H. R. 107 by your committee. 
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Advice has been received from the Bureau of the Budget that there would be 
no objection to the presentation of this report to the committee and that enact- 
ment of the proposed legislation would not be in accord with the program of the 
President. 

Sincerely yours, 
JOHN S. PATTERSON, 
Deputy Administrator 
(For and in the absence of the Administrator ). 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D, C., May 10, 1955 
Hon. OLIN E. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D.C. 

Dear Mr. TEAGUE: This is in reply to your request for a report on H. R. 803, 
S4th Congress, a bill to extend the time within which certain insane veterans may 
apply for insurance under section 621 of the National Service Life Insurance Act 
of 1940, as amended. 

The purpose of the bill is to amend section 621 of the National Service Life 
Insurance Act of 1940, as amended, to provide that any person who is shown to be 
insane at the time of separation from active service performed on or after April 
25. 1951, shall, upon application in writing made within 1 year after the date 
of this amendatory act, and payment of premiums as hereinafter provided, 
and without medical examination, be granted insurance against the death of such 
person occurring while such insurance is in force. 

The question whether the period for filing applications for insurance under 
section 621 should be extended is a matter for the Congress to determine. Ap- 
parently some few persons may have lost the opportunity to file application 
because of the existence of a mental condition during the period of eligibility to 
file. The bill does not define the word “insanity”, and it is suggested that if 
further considered, the words “mentally incompetent” be substituted for the 
word “insane’”’. 

The cost of the bill would depend upon the number of persons who are eligible 
and who apply for insurance and the amount by which the mortality of such 
insureds will exceed the tabular mortality under the Commissioners’ 1941 Stand- 
ard Ordinary Table of Mortality. It is likely that persons shown to be mentally 
incompetent at the time of separation from service are eligible to apply for 
insurance under section 620 of the National Service Life Insurance Act, a more 
desirable type of insurance, the only exception being the unusual case where the 
insured’s disability is held to be non-service-connected or the possible case where 
he may be suffering from additional non-service-connected disabilities. 

It is not possible to estimate the cost of the bill, but such cost will likely he very 
small because of the small number of persons who will be eligible under its 
provisions to apply for insurance. 

Advice has been received from the Bureau of the Budget that there would be no 
objection to the submission of this report to the committee, and that because 
the proposed bill might serve as a precedent for further exceptions to the sound 
criteria for the issuance of insurance embodied in existing legislation, the 
Bureau of the Budget recommends against its favorable consideration by the 
committee. 

Sincerely yours, 
H. V. Hietey, Administrato 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETFRANS’ AFFAIRS, 
Washington 25, D. C.. May 18, 1955 
Hon. OLIN E. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 


House of Representatives, Washington 25, D.C. 


Dear Mr. Treacue: Reference is made to your request for a report by the 
Veterans’ Administration on H. R. 1617, 84th Congress, a bill to amend section 622 
of the National Service Life Insurance Act of 1940. 
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H. R. 1617 is identical with H. R. 6928, 883d Congress, on which the Veterans’ 
Administration submitted a report to your committee under date of August 12, 
1954 (Committee Print No. 283), a copy of which is enclosed. The views ex- 
pressed in the mentioned report on H. R. 6928 are equally applicable to H. R. 1617, 
84th Congress. 

Advice has been received from the Bureau of the Budget that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
JOHN S. PATTERSON 
(For H. V. Higley, Administrator). 


COMMITTEE ON VETERANS’ AFFAIRS, HOUSE OF REPRESENTATIVES 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D. C., August 12, 1954. 
Hon. Epirh NoURSE RocGeErs, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 

Dear Mrs. Rogers: Reférence is made to your request for a report by the 
Veterans’ Administration on H. R. 6928, 88d Congress, a bill to amend section 622 
of the National Service Life Insurance Act of 1940. 

Existing provisions of section 622 of the National Service Life Insurance Act 
of 1940, as amended, authorize, upon written application by the insured, a waiver 
of all premiums on 5-year level premium term national service or United States 
Government life insurance and that portion of any permanent insurance pre- 
miums representing the cost of the pure insurance risk becoming due after June 
1, 1951, or the first day of the second calendar month following entry into active 
service, whichever is the later date, and during the remainder of such continuous 
active service and 120 days thereafter. 

The bill, with respect to persons in the active service who were determined to 
have been in a missing or similar status (as provided in the Missing Persons Act, 
as amended) at any time after April 25, 1951, and before April 26, 1952, would 
(1) grant an automatic waiver of all 5-year term premiums due or paid after 
June 1, 1951, and continue such waiver during the remainder of continuous active 
service and for 120 days thereafter, in the absence of a request in writing for 
termination of such waiver; and (2) authorize a waiver for the same period 
of time of that portion of any permanent insurance premiums representing the 
cost of the pure insurance risk which were due or paid after June 1, 1951, if 
(a) the insured makes application for such waiver within 120 days after the date 
of enactment of the bill or the date of his return to military jurisdiction from 
such missing or similar status, whichever is the later date, or (b) if the insured 
dies or is declared dead while in such missing status or if the insured dies on or 
prior to the last day upon which he may apply for such waiver as set forth in 
(a) above. 

It is noted that in death cases under 2 (b), above, the bill would provide an 
automatic waiver of that portion of any permanent insurance premium repre- 
senting the cost of the pure insurance risk for the periods indicated. Since the 
insurance will be nonparticipating during the period the automatic waiver is in 
effect, the bill, if enacted, may in some cases adversely affect rights previously 
acquired under existing law. Dividends on a large percentage of permanent-plan 
United States Government life-insurance policies are considerably larger than 
the cost of the pure insurance risk, and it would not be to the insured’s advan- 
tage to have a portion of the premiums waived under section 622 of the act. 
Therefore, in death cases the automatic waiver provided by the bill may result 
in a reduction of benefits. To avoid this result, it is suggested that if the bill 
be considered further provision be made for excluding any policies from the 
automatic premium waiver where the amount of the dividend earned would 
exceed the amount of the premium waived. 

Under section 622 of the act, if the policy matures while subject to the pre- 
mium-waiver provision, liability for payment of benefits under such insurance 
is borne by the United States in an amount which, when added to any reserve 
of the policy at the time of maturity, will equal the then value of such benefits. 
This provision would be applicable to cases within the purview of the bill. Since 
nearly all of the deaths of persons covered by the bill are traceable to the extra 
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hazards of military or naval service and are paid from the insurance appropria- 
tions, it is not believed that the additional cost of deaths to the Government 
of the bill, if enacted, would be heavy. There will probably be a few cases where 
insureds covered by the bill die after their return to military jurisdiction or 
separation from service from causes other than extra hazards of military or 
naval service. However, there are no figures available upon which to base an 
estimate of such cost. 

As to administrative cost, the bill would require the processing of premium 
waivers, premium refunds to be calculated and made, recalculation of the period 
for which dividends have been paid, and recovery of overpayment of divi- 
dends, ete. It is not known how many persons who were missing, captured, etce., 
within the purview of the bill have Government life insurance. Accordingly, 
an accurate estimate of the amount of additional administrative cost cannot be 
made, although it is believed it would not be large. 

Shou!d the bill be amended as suggested herein, the Veterans’ Administration 
would interpose no objection to its favorable consideration by the committee. 

Advice was received from the Bureau of the Budget with respect to a similar 
report on an identical bill, S. 3009, 88d Congress, that there would be no objection 
to the presentation of the report to the committee. 

Sincerely yours, 
H. V. Hietey, Administrator. 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIR, 
Washington 25, D. C., May 18, 1955. 
Hon. Ovin E. TEAGUE, : 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear Mr. TEAGUE: Reference is made to your request for a report by the Vet- 
erans’ Administration on H. R. 4423, 84th Congress, a bill to provide continued 
national service life insurance for certain veterans totally disabled in active 
military or naval service. 

H. R. 4423 is identical with H. R. 6577, 88d Congress, on which the Veterans’ 
Administration submitted an unfavorable report to your committee under date 
of March 5, 1954 (Committee Print No. 198), a copy of which is enclosed. The 
views expressed in the mentioned report on H. R. 6577 are equally applicable to 
H. R. 4423, 84th Congress. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to your committee. 

Sincerely yours, 
JOHN §S. PATTERSON, 
For H. V. HIGLEY, 
Administrator. 


COMMITTEE ON VETERANS’ AFFAIRS, HOUSE OF REPRESENTATIVES 


VETERANS’ ADMINISTRATION, 
Washington 25, D. C., March 5, 1954. 
Hon. Ep1itn Nourse Rocers, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D.C. N 


Dear Mrs. Rogers: This is in reply to your request for a report by the Veter- 
ans’ Administration on H. R. 6577, 83d Congress, a bill to provide continued 
national service life insurance for certain veterans totally disabled in active 
military or naval service. 

The purpose of the bill is to change, effective as of October 8, 1940, the provi- 
sions of section 602 (n) of the National Service Life Insurance Act of 1940, as 
amended, to authorize waiver of premiums if the insured became totally disabled 
while his insurance was deemed in force under section 602 (m) (2) of the act, 
and to grant the insured or the beneficiary 1 year after the date of enactment 
of the bill within which to file claim for such benefit. 

Under the present provisions of section 602 (n) of the act premiums on insur- 
ance may be waived during the continuous total disability of the insured which 
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continues or has continued for 6 or more consecutive months if such disability 
commenced (1) subsequent to, the date of his application for insurance, (2) 
while the insurance was in force under premium-paying conditions, and (3) 
prior to the insured’s 60th birthday. The bill would change condition (2) above 
mentioned to authorize premium waiver “while the insurance was in force under 
premium-paying conditions or deemed in force under section 602 (m) (2) of this 
act.” [Emphasis supplied. ] 

Under the law, with certain specified exceptions, waiver may not be granted, of 
any premium becoming the more than 1 year prior to receipt in the Veterans’ 
Administration of application for the same. The bill would grant those meeting 
the requirements 1 year from the date of its enactment within which to apply 
for waiver of premiums, which could relate back for 12 years or more. 

Section 602 (m) (2) of the National Service Life Insurance Act of 1940, as 
amended, provides as follows: 

“(2) In any case in which the insured provided for the payment of premiums 
on his insurance by authorizing in writing the deduction of premiums from his 
service pay, such insurance shall be deemed not to have lapsed or not to have 
been forfeited because of desertion under section 612, so long as he remained in 
active service prior to the date of enactment of the Insurance Act of 1946, 
notwithstanding the fact that deduction of premiums was discontinued because 

“(A) The insured was discharged to accept a commission; or 
“(B) The insured was absent without leave, if restored to active duty ; or 
“(C) The insured was sentenced by court martial, if he was restored to 
active duty, required to engage in combat, or killed in combat. 
In any case in which the insured under any insurance continued in force by the 
provisions of this paragraph, died while such insurance was so continued in force, 
uny premiums due on such insurance shall be deducted from the proceeds of the 
insurance. Any premiums deducted or collected on any such insurance shall be 
credited to the national service life insurance appropriation and any payment of 
benefits on any such insurance shall be made directly from such appropriation.” 

Section 602 (m) (2) was added to the National Service Life Insurance Act of 
1940, as amended, by Public Law 589, 79th Congress, August 1, 1946, known as 
the Insurance Act of 1946. The provision in section 602 (m) (2) “prior to the 
date of enactment of the Insurance Act of 1946” would limit the waiver proposed 
by the bill to cases in which the insured became totally disabled prior to August 1, 
1946. Hence, cases meeting the requirements of the bill would involve, in some 
instances, difficult determinations of the insured’s condition of health many 
years ago. 

Under the provisions of section 602 (n) of the act, one of the basic requirements 
for waiver of premiums is that the total disability commence while the insurance 
isin force under premium-paying conditions. It has consistently been the 
position of the Veterans’ Administration that insurance deemed as not lapsed 
pursuant to the provisions of section 602 (m) (2) of the act was not in force 
under premium-paying conditions during such period and was not subject to 
waiver of premiums in case the insured became totally disabled during that 
period. 

Under the provisions of the bill, persons who suffered an injury or disease even 
as a result of their own misconduct would, if the disability became total in degree 
while the insurance was under the protection of section 602 (m) (2), be entitled 
to apply for waiver of premiums. In some cases, the insured may have had an 
opportunity to apply for new insurance when restored to active duty, but refused 
to take advantage of it. 

Under the terms of section 602 (m) (2) of the act any payment of benefits on 
insurance protected under the section is made directly from the national service 
life insurance appropriation. However, the proposed amendment of section 
602 (n) contains no specific provision for the payment of the cost of waiver 
sranted thereunder or for the payment of claims as a result of death occurring 
while such waiver is in effect. Accordingly, a substantial question is presented 
as to whether the national service life insurance fund would be liable for all 
claims arising under the bill except where the total disability or death was trace- 
able to the extra hazards of military or naval service. The national service life 
insurance fund consists of the premiums paid on insurance together with the 
earnings thereon, and constitutes a trust fund maintained by the Government 
for the sole benefit of the policyholders of such insurance. To require the fund 
to bear the liability for any disability or death claims arising as a result of the 
proposed legislation would be prejudicial to the interests of the other policy- 
holders for whom the fund is maintained and such requirement would be of 
doubtful legality. The bill should therefore be clarified in this regard. 
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The Veterans’ Administration has no data upon which to base an accurate 
estimate of the cost of H. R. 6577, 83d Congress, if enacted. 

In view of the possibility that the cost of the bill would have to be borne in 
part by the national service life insurance fund, I recommend that it be not 
given favorable consideration by the committee. 

Advice has been received from the Bureau of the Budget that there is no 
objection to the presentation of this report to the committee. 

Sincerely yours, 
H. V. Hieitey, Administrator. 





VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, 1955. 
Hon. OLIN E. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

DEAR Mr. TEAGUE: This is in reply to your request for a report on H. R. 5955, 
84th Congress, a bill to amend certain provisions of the National Service Life 
Insurance Act of 1940, as amended, to assure the right to judicial review. 

The chief purpose of the bill is to amend the third proviso of section 602 (n) 
and section 602 (r) of the National Service Life Insurance Act of 1940 to assure 
that the findings of the Administrator of Veterans’ Affairs made under the men- 
tioned sections would not be final but would be subject to judicial review. 

Subject to specific limitations as to time for filing application and other condi- 
tions not material here, the Administrator is authorized under section 602 (n) 
of the National Service Life Insurance Act to waive premiums on National Serv- 
ice Life Insurance during the continuous total disability of the insured which 
continues or has continued for 6 or more consecutive months. The third proviso 
of section 602 (n) reads: “Provided further, That in any case in which the 
Administrator finds that the insured’s failure to make timely application for 
waiver of premiums or his failure to submit satisfactory evidence of the existence 
or continuance of total disability was due to circumstances beyond his control, 
the Administrator may grant waiver or continuance of waiver of premiums: 
[Italic supplied. ] 

Section 602 (1) in part provides: 

“In any case in which premiums are not waived under subsection (n) hereof 
solely because the insured died prior to the continuance of total disability for six 
months, and proof of such facts, satisfactory to the Administrator of Veterans’ 
Affairs, is filed by the beneficiary with the Veterans’ Administration within one 
year after the enactment of this amendment, or one year after the insured’s 
death, whichever is the later date, his insurance shall be deemed to be in force at 
the date of his death, and the unpaid premiums shall become a lien against the 
proceeds of his insurance.” [Italic supplied. ] 

Section 617 of the National Service Life Insurance Act of 1940, as amended 
July 11, 1942, provided : 

“In the event of a disagreement as to a claim arising under this Part, suit may 
be brought in the same manner and subject to the same conditions and limita- 
tions as are applicable to United States Government Life (converted) Insurance 
under the provisions of sections 19 and 500 of the World War Veterans’ Act, 1924, 
as amended: Provided, That in any such suit the decision of the Administrator as 
to waiver or nonawaiver of premiums under this Act as now or hereafter amended 
shall be conclusive and binding on the court.” [Italie supplied.] 

Section 617 was amended by section 14 of Public Law 589, 79th Congress, 
approved August 1, 1946, to repeal the italicized proviso. The courts have held 
that the Congress by repealing the mentioned proviso intended to make the 
findings of the Administrator of Veterans’ Affairs under section 602 (n) and 
section 602 (r) subject to judicial review. (See United States v. Roberts, 197 
Fed. 2d. 893, and Jensen v. U. S., 94 Fed. Supp. 468). The Department of Justice 
has advised the Veterans’ Administration that the decisions in the mentioned 
cases are regarded as correct interpretations of the law and that the jurisdiction 
of the Federal courts in cases falling under the third proviso of section 602 (n) 
or section 602 (r) will not be questioned further. Accordingly, enactment of 
the bill is unnecessary insofar as it purports to authorize judicial review in such 
matters. 

Section 2 of the bill would provide that in any case in which premiums are 
not waived under subsection (n) of section 602 of the National Service Life 
Insurance Act of 1940, as amended, solely because the insured died prior to the 
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continuance of total disability for 6 months, and proof of such fact is filed by 
the beneficiary with the Veterans’ Administration within 1 year after its en- 
actment or 1 year after the date of the insured’s death, whichever is the later 
date, his insurance shall be deemed to be in force at the date of death and 
the unpaid premiums shall become a lien against the proceeds of his insurance. 

Under existing law, such claim may be filed by the beneficiary, not under 
legal disability, only within 1 year after the insured’s death. The right to 
file such claim at any time within 1 year after the enactment of the bill would 
involve the adjudication of many stale claims, and would present a question as 
to whether denial of the claim would extend the jurisdiction of the courts to 
entertain suit for a period of 6 years after the date of enactment of the bill in 
cases where the contingency on which the claira is based occurred 10 or more 
years prior to its enactment. It is obvious that the retroactive provision of 
section 2 above referred to would present many administrative problems, par- 
ticularly those involving the adjudication of stale claims. Such provision would 
increase administrative costs tof the Veterans’ Administration and the court 
costs if it should be determined that the provisions of the bill extended the time 
for filing suit on claims under section 602 (r), as proposed to be amended by the 
bill. It also might result in additional cost to the National Service Life Insur- 
ance Fund, which is maintained for the benefit of all policyholders. 

The Veterans’ Administration does not have sufficient data on which to esti- 
mate the benefit cost or the administrative cost of the bill, if enacted. 

In view of the foregoing, the Veterans’ Administration recommends against 
favorable consideration of the bill by your committee. 

Advice has been received from the Bureau of the Budget that there would 
he no objection to the submission of this report to your committee. 

Sincerely yours, 
H. V. HieLtey, Administrator. 





VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., May 24, 1955. 
Hon. OLin E. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mr. TEAGUE: This is in reply to you request for a report by the Veterans’ 
Administration on H. R. 4420, 84th Congress, a bill to modify the basis for 
award of gratuitous national service life insurance to a dependent parent. 

The purpose of the bill is to provide that a parent who was not dependent 
upon the insured at the time of his death shall be eligible as a beneficiary of 
gratuitous national service life insurance upon a showing of dependency at any 
time thereafter, and to provide that an application filed by a parent within 2 
years after dependency commences, or 2 years after the date of enactment of the 
bill, whichever is the later date, shall be valid. 

Gratuitous insurance in the baximum amount of $5,000 is authorized, subject 
to certain conditions, under section 602 (d) (2) and (3) of the National Service 
Life Insurance Act of 1940, as amended, for those persons who died or became 
totally disabled in active service on or after October 8, 1940, and prior to 
April 20, 1942, or who, while in active service on or after December 7, 1941, and 
prior to April 20, 1942, were captured, besieged, or otherwise isolated by the 
forces of an enemy of the United States. Such insurance is payable to a parent 
only if found to be dependent upon the insured at time of death. Further, it is 
required that the application for insurance payments be filed in the Veterans’ 
Administration within 7 years after the date of death of the insured. The rela- 
tionship and dependency of the applicant must be proved by evidence satisfactory 
to the Administrator. 

The bill, if enacted, would have the following effects : 

(1) It would reopen the statutory period for filing claims on behalf of 
parents who were dependent upon the insured at the time of death but 
failed to make timely application or submit evidence of dependency. 

(2) It would remove the requirement that proof of relationship and de- 
pendency of the parent be proved by evidence satisfactory to the Admin- 
istrator. 

(3) It would change the present requirement in the law that the de- 
pendency must exist at the time of death and claims by or on behalf of parents 
could be filed within 2 years after the dependency commences, or 2 years 
after the enactment of the bill, whichever is the later date. 
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(4) The dependency of parents, once established, would be presumed to 
continue. 

(5) It would not require reduction of any insurance award made prior 
to the enactment of the proposed legislation for any period prior to the first 
day of the third calendar month following receipt of claim or require dupli- 
‘ate payment of benefits in any case. 

The time limitation for filing application for gratuitous insurance benefits of 
7 years from the date of death of the insured is believed to be a reasonable one 
and has afforded claimants entitled under the existing law ample opportunity 
to protect their interest. It also avoids administrative difficulties and expenses 
connected with the handling of stale claims. The extension of time for filing 
claims for benefits on behalf of parents as provided in the bill would undoubtedly 
increase administrative cost since it will require not only an investigation of the 
fact of dependency but also a determination of the time of the beginning of the 
dependency, since timeliness of the claim will relate to the beginning date of the 
dependency. 

Under the bill, dependency might commence at some date in the remote fu- 
ture and may involve any and all cases in which claims were disallowed or not 
previously filed because the parent was not dependent at the time of death of 
the insured. If the requirement that evidence of dependency be satisfactory to 
the Administrator is removed, any finding with respect thereto by the Admin- 
istrator could be litigated. Such possibility would inevitably involve delay in 
settling claims. The courts have heretofore recognized the Administrator’s 
authority to establish standards as to dependency, and the removal of this 
authority will result in various interpretations as to what constitutes dependency, 
especially if the question is left to the jury. It can be expected that his would 
in turn undoubtedly increase litigation and therefore increase the administra- 
tive costs. 

The provision of the bill which would entitle a parent not dependent on the 
date of the death of the insured to benefits if he became dependent later would 
not only greatly increase the liability of the Government for gratuitous insur 
ance but would jeopardize the future inteerst of a present beneficiary of na- 
tional service life insurance in cases were one parent not dependent at the time 
of the insured’s death became dependent at a later date. 

There are no data available upon which to base an accurate estimate of the 
cost of the bill, if enacted. However, it has been estimated that the cost of 
removal of the dependency requirement on gratuitous insurance would be 
$36,300,000. It is believed that the cost of H. R. 4420 would be somewhat less 
than that figure since all previously disallowed claimants may not qualify under 
the proposed legislation. However, this does not take into account those persons 
who never filed claim because they were not dependent at the time of the 
death of the insured. It may be noted that the bulk of the awards under the 
gratuitous insurance provisions of section 602 (d) (2) and (3) of the National 
Service Life Insurance Act of 1940, as amended, are in favor of Filipino bene- 
ficiaries. Hence, it is probable that most of the benefits of the bill, if enacted, 
would accrue to persons not citizens of the United States. 

Under existing law the Congress has generously provided a gratuitous bene- 
fit for a special group of veterans already involving expenditures by the Govy- 
ernment of over $129 million through March 31, 1955. I am unable to justify 
recommending a further liberalization of this benefit such as proposed by H. R. 
4420. 

Advice has been received from the Bureau of the Budget that there is no ob- 
jection to the presentation of this report to the committee and that for reasons 
outlined therein the Bureau of the Budget recommends against favorable con- 
sideration of this legislation. 

Sincerely yours, 

H,. V. Higley, Administrator. 


May 25, 1955. 
Hon. Ovin E. TEAGUE, 


Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 
Dear Mr. TEAGUE: Reference is made to your requests for reports by the Vet- 
erans’ Administration on H. R. 1627 and H. R. 5574, both of the 84th Congress, 
entitled “A bill to restore the right of certain veterans to apply for insurance.” 
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The bills, if enacted, would restore the eligibility (in effect prior to April 25, 
1951) of persons who served between October 6, 1917, and July 2, 1921, both dates 
inclusive, to apply for and be granted United States Government life insurance 
under section 310 of the World War Veterans’ Act, 1924, as amended, and would 
restore the eligibility (in effect prior to April 25, 1951) of persons who served 
between October 8, 1940, and September 2, 1945, both dates inclusive, to apply 
for and be granted national service life insurance under section 602 (c) (2) of 
the National Service Life Insurance Act of 1940, as amended. 

The two bills are identical in purpose with H. R. 148 and H. R. 1538, both of 
the 838d Congress, on which the Veterans’ Administration submitted a report to 
your committee under date of May 14, 1953 (Committee Print No. 62). 

Part I, Public Law 23, 82d Congress, approved April 25, 1951 (Servicemen’s 
Indemnity Act of 1951), provides for the payment of a maximum of $10,000 
indemnity, reduced by the amount of any national service life insurance or 
United States Government life insurance in force at the time of death, for death 
in active service and under other specified conditions. Part II, Public Law 23, 
supra (Insurance Act of 1951), added section 619 to the National Service Life 
Insurance Act of 1940, as amended, which section provides, among other things, 
that on and after April 25, 1951, with certain exceptions not here pertinent, “no 
national service life insurance or United States Government life insurance shall 
be granted to any person under the provisions of the National Service Life Insur- 
ance Act of 1940, as amended, or the World War Veterans’ Act, 1924, as amended.” 
The bills, if enacted, would restore the right to apply for insurance under sec- 
tion 310 of the World War Veterans’ Act, 1924, as amended, and section 602 
(c) (2) of the National Service Life Insurance Act of 1940, as amended. 

One of the purposes of Public Law 23 was to terminate issue of insurance under 
the World War Veterans’ Act, 1924, as amended, or the National Service Life 
Insurance Act of 1940, as amended, insofar as appeared practicable. Section 
310 was added to the World War Veterans’ Act, 1924, as amended, by the act of 
May 29, 1928. World War I veterans therefore had over 22 years within which 
to apply for insurance available under that act. Section 602 (c) (2) was added 
to the National Service Life Insurance Act of 1940, as amended, by the act of 
August 1, 1946. Accordingly, World War II veterans had more than 4 years 
within which to apply for national service life insurance. With the widespread 
availability of commercial insurance today for veterans in civilian life, the need 
for the Government to extend its present activities in the insurance field, as 
proposed by the subject bills, is not apparent. Whether the right to apply for 
insurance under either or both acts should now be restored and extended indefi- 
nitely, as proposed by the bills, is, of course, a matter of policy for determination 
by the Congress. 

As both of the mentioned acts provide that the United States shall bear the 
cost of administration, enactment of the bills would result in additional cost to 
the Government. Such additional administrative cost would depend, of course, 
on the extent to which veterans would take advantage of the privilege to apply 
for insurance. 

Advice has been received from the Bureau of the Budget that the enactment 
of H. R. 1627 or H. R. 5574 would not be in accord with the program of the 
President. 

Sincerely yours, 
H. V. Hierrey, Administrator. 


May 26, 1955. 
Hon. Outn E. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 


Dear Mr. TEAGUE: This is in reply to your request for a report by the Veterans’ 
Administration on H. R. 1619, 84th Congress, a bill to amend certain provisions 
of the Servicemen’s Indemnity Act of 1951. 

The principal purposes of the bill are (1) to provide for replacement of 5-year 
level premium term insurance, the term of which expires within 120 days after 
discharge from service after April 25, 1951; and (2) to provide that the United 
States shall bear the excess losses resulting from the issue or reinstatement 
of insurance, without medical examination, under section 5 of the Servicemen’s 
Indemnity Act. It is noted that the bill would also grant an additional period 
of 120 days after its enactment within which term insurance expiring while the 
insured was in active service could be replaced. 
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The Servicemen’s Indemnity Act of 1951 (pt. I, Public Law 23, 82d Cong., 
approved April 25, 1951) provides for the payment of a free indemnity in the 
maximum amount of $10,000, reduced by the amount of any national service 
life insurance or United States Government life insurance in force at the time 
of death, for death in active service on or after June 27, 1950, or within 120 days 
after release from such service if called to active service for a period exceeding 
30 days, and under other specified conditions. 

Section 5 of the Servicemen’s Indemnity Act provides, in part, that any person 
in the active service, who is insured under a permanent plan of national service 
life insurance or United States Government life insurance, may elect to surren- 
der such contract for its cash value, and within 120 days after separation from 
active service be granted, without medical examination, the same type, plan, and 
amount of insurance so surrendered, or may reinstate such insurance upon pay- 
ment of the required reserve and the premium for the current month. Any per- 
son in the active service having insurance on the 5-year level premium term plan, 
the term of which expires while the person is in active service after April 25, 
1951, may, upon application made within 120 days after separation from service, 
and upon payment of premiums and evidence of good health satisfactory to the 
Administrator, be granted an equivalent amount of insurance on the 5-year level 
premium term plan at the rate for his then attained age. Waiver of premiums 
under the National Service Life Insurance Act of 1940, as amended, may not be 
denied in any case of issue or reinstatement of insurance on a permanent plan 
under this section in which it is shown to the satisfaction of the Administrator 
that total disability of the applicant commenced prior to the date of his applica- 
tion. 

It will be noted from the above that present law limits replacement of expired 
term insurance to that which expires while the insured is in the active service. 
Section 1 of the bill would amend section 5 of the Servicemen’s Indemnity Act to 
permit replacement of such insurance which expires within 120 days after dis- 
charge from service. Enactment of this provision would, to this extent, correct 
what appears to have been an oversight in the basic law. To assure an opportu- 
nity for those cases in which the term expired during the 120-day period and such 
period has now elapsed, the bill would authorize an application for new term 
insurance within 120 days after enactment of the bill. However, there appears 
to be no justification for granting an additional 120-day period for those cases 
in which the insurance expired during service. 

Although section 2 of the bill is intended to relieve the national service life 
insurance fund and the United States Government life insurance fund of excess 
lesses resulting from the issue or reinstatement of insurance, without medical 
examination, under section 5 of the Servicemen’s Indemnity Act, it would not 
be possible in all cases without a physical examination to determine the condition 
of the insured’s health at the time the insurance is issued or reinstated, for the 
purpose of fixing future liability on the funds or the appropriations. There will 
Le some cases in which the Veterans’ Administration from the evidence filed 
in connection with a claim, or from compensation or military records, can deter- 
nine whether the injury or disease which resulted in total permanent disability 
or death of the insured existed at the time the insurance was issued or reinstated, 
but there will undoubtedly be other cases where no such determination can be 
made. In such latter cases, there would be no factual basis for charging losses 
to the appropriation rather than to the national service life insurance fund or the 
United States Government life insurance fund. In any event, it is probable 
that a large percentage of disabled persons so insured within 120 days following 
discharge may be suffering from a disability that is traceable to the extra hazards 
of military or naval service. In such cases existing provisions of law would 
relieve the trust funds of the liability arising from insuring impaired lives. 

On the other hand, with respect to waiver of premiums and total disability 
income benefits in cases of issue or reinstatement of insurance where it is shown 
fhat the total disability commenced prior to date of application, the liability 
incurred from the impaired risks is at once ascertainable and properly should 
not be chargeable to the trust funds in any case. Similarly, the excess mortality 
cost where the insurance matures by death from such total disability should 
be borne by the appropriation. It would therefore be preferable, and the 
Veterans’ Administration so recommends, that section 2 of the bill be redrafted 
so as to amend the last sentence of section 5 of the act to read: 

“Waiver of premiums and total disability income benefits otherwise authorized 
under the National Service Life Insurance Act of 1940, as amended, or the 
World War Veterans’ Act, 1924, as amended, shall not be denied in any case of 
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issue or reinstatement of insurance on a permanent plan under this section in 
which it is shown to the satisfaction of the Administrator that total disability 
ef the applicant commenced prior to the date of his application. The cost of 
premiums waived and total disability income benefits paid by virtue of the pre- 
ceding sentence and the excess mortality cost in any Case where the insurance 
matures by death from such total disability shall be borne by the United States 
and the Administrator is authorized and directed to transfer from time to time 
from the national service life insurance appropriation to the national service life 
insurance fund and from the military and naval insurance appropriation to the 
United States Government life insurance fund such sums as may be necessary to 
reimburse the funds for such costs.” 

If the bill is enacted, section 1 would create little or no cost to the Government. 
As to section 2. with respect to the United States bearing the excess losses result- 
ing from issue or reinstatement of insurance under section 5 of the Servicemen’s 
Indemnity Act, without medical examination, there are no data available upon 
which to base an estimate of such losses that would be chargeable to the 
appropriations, but it is believed they would not be great whether section 2 is 
enacted in its present form or as recommended above. 

Due to the urgent request of the committee for a report on this measure, 
there has not been sufficient time in which to ascertain from the Bureau of the 

sudget the relationship of the proposed legislation to the program of the 
President. 
Sincerely yours, 
H. V. Hieitey, Administrator. 


May 26, 1955. 
Hon. OLIN E. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mr. TEAGUE: This is in reply to your request for a report by the Veterans’ 
Administration on H. R. 2828, 84th Congress, a bill to amend the National Service 
Life Insurance Act of 1940 and the Servicemen’s Indemnity Act of 1951 to provide 
for lump-sum payments to certain beneficiaries under those acts. 

Section 1 of the bill, if enacted, would authorize the payment of national 
service life insurance maturing prior to August 1, 1946, in a lump sum. Section 
2 provides that the payment of the servicemen’s indemnity shall be made in a 
lump sum when the insured has so specified in writing. As the two sections are 
not directly related, each will be discussed separately in the following comments 
of this report. 

SECTION 1 


The purpose of section 1 of the bill is to amend the National Service Life 
Insurance Act of 1940, as amended, to provide that the beneficiary, whether or 
not the first beneficiary (of insurance maturing prior to August 1, 1946) shall 
have the right to elect at any time to receive in one sum that part of the pro- 
ceeds of the insurance which remains unpaid. Further, the Administrator of 
Veterans’ Affairs would be required to send by registered mail addressed to the 
last known address of each beneficiary of insurance which matured prior to 
August 1, 1946, a notice explaining such right of election. 

Under the present law, national service life insurance maturing prior to 
August 1, 1946, is payable in installments only to the widow, widower, child, 
parent, brother or sister of the insured. With respect to insurance maturing 
on or after August 1, 1946, there is no restricted permitted class of beneficiaries 
and the insurance may be payable either in installments or in a lump sum at 
the election of the insured. 

Under the provisions of the National Service Life Insurance Act of 1940, as 
amended, the premium rates for the standard policies of insurance are the net 
rates based upon the American Experience Table of Mortality and interest at 
the rate of 3 percent per annum. This table is based upon peacetime experience 
only and does not include any extra charge for the war hazards covered by the 
insurance. 

Experience clearly demonstrates that insurance issued by the Government in 
wartime, which affords full coverage at peacetime premium rates, is very largely 
a gratuity. As the contributions of the insured are not sufficient to cover more 
than a small fraction of the cost, most of these losses must be paid from appro- 
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priations of public funds. Therefore, it was apparently deemed appropriate 
by the Congress to limit payment of certain insurance benefits to cases in which 
the insured was survived by relatives within the permitted class, above specitied, 
and then only in cases in which such relatives survived to receive the insurance 
installments as they became payable. Section 1 of the bill, if enacted, would 
authorize, at the option of the present beneficiary, payment of the entire proceeds 
of the insurance in a lump sum. Payment in such manner of insurance matur- 
ing prior to August 1, 1946, would be inconsistent with this established principle 
with respect to wartime insurance. 

Insurance is a contract issued pursuant to law and settlement thereof should 
be made in the manner provided in the contract. Applicants for insurance are 
presumed to know the beneficiary provisions and many of them named contingent 
beneficiaries, based upon the assumption that the period of payments certain, as 
eriginally prescribed, would afford protection to such persons in the event of 
the death of the principal beneficiary. Under section 1 of the bill, the principal 
beneficiary would be permitted to elect to receive payment in a lump sum and 
thereby wholly eliminate the potential rights of contingent beneficiaries. The 
legality of such action is questionable. Such a result would, as stated above, 
be in conflict with the principles underlying the present provisions of the National 
Service Life Insurance Act, which limit the right of election so as not to disturb 
contingent rights. 

It is evident that section 1 of the bill, if enacted, would open the way to 
adverse selection as it would afford an election to be exercised at the option 
of the beneficiary. It should be explained in this connection that a funda- 
mental factor in the computation of an annuity involving a life contingency 
is that the mode of payment would continue throughout life without change. 
At least part of the increased cost of the results of such adverse selection would 
be borne by the national service life insurance fund. 

This portion of the bill provides that the one-sum payment to be made there- 
under shall be computed by subtracting from the net value of the insurance 
upon maturity the aggregate of all payments made to beneficiaries on account 
of such insurance. Under the present law, with respect to insurance maturing 
on or subsequent to August 1, 1946, in any case in which the beneficiary is 
entitled to a lump-sum settlement but elects some other mode of settlement 
and dies before receiving all the benefits due and payable under such mode of 
settlement, the present value of the remaining unpaid amount is payable to 
the estate of the beneficiary ; in any case in which the beneficiary is not entitled 
to receive a lump-sum settlement, and such beneficiary dies before receiving 
all the benefits due and payable, the commuted value of the insurance remaining 
unpaid is payable in one sum to the estate of the insured. No payments are 
made of any amount which would escheat. The proposal in section 1 of the 
bill to allow the beneficiary during his or her lifetime to elect to receive in 
one sum the net value of the insurance upon maturity less the aggregate of 
all payments made to the beneficiaries on account of such insurance would not 
be in harmony with the principles governing lump-sum settlements of insurance 
maturiug on or after August 1, 1946, above referred to. 

The Veterans’ Administration has no data upon which to base an estimate 
of the cost of section 1 of the bill, if enacted, because it is not possible to deter- 
mine how many of those eligible for lump-sum payments would avail themselves 
of the opportunity. 


SECTION 2 


The purpose of section 2 of the bill is to amend the Servicemen’s Indemnity 
Act of 1951 to provide that the indemnity shall be paid to the beneficiary or 
beneficiaries in one sum if the insured has so specified in writing. 

art I, Public Law 23, 82d Congress, approved April 25, 1951 (Servicemen’s 
Indemnity Act of 1951), provides for the payment of a maximum of $10,000 
automatic gratuitous indemnity (reduced by the amount of any national service 
life insurance or United States Gcvernment life insurance in force at the time 
of death) for death in active service and under other specified conditions. 
The indemnity is payable in equal monthly installments of 120 in number, with 
interest at the rate of 24% percent per annum, and only to the surviving spouse, 
child or children, parent, brother, or sister of the insured. The insured has 
the right to designate the beneficiary or beneficiaries of the indemnity within 
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the classes provided, to designate the proportion of the principal amount to be 
paid to each, and to change the beneficiary or beneficiaries without the consent 
thereof, but only within the classes provided. If the designated beneficiary or 
beneficiaries do not survive the insured, or if none has been designated, the 
Administrator is authorized to make payment of the indemnity to the first 
eligible class of beneficiaries according to the order set forth above, and in equal 
shares if the class is composed of more than one person. Any installments 
of an indemnity not paid to a beneficiary during such beneficiary’s lifetime 
is payable to the named contingent beneficiary, if any, otherwise to the bene- 
ficiary or beneficiaries within the permitted class next entitled to priority. 
No payments may be made to the estate of any deceased person. 

It will be noted that the Government bears the entire cost of the automatic 
gratuitous indemnity provided by the Servicemen’s Indemnity Act, and that 
payment of benefits is limited to cases in which the insured is survived by 
relatives within the permitted class above specified, and then only in cases in 
which such relatives survive to receive the installments as they become payable. 

In explanation of the reason for providing monthly installments of service- 
men’s indemnity, the Committee on Veterans’ Affairs in House Report No. 6, 
to accompany H. R. 1, the bill that became Public Law 23, 82d Congress (Service- 
men’s Indemnity Act of 1951), stated on page 10 thereof the following: 

“Section 4: The indemnity is payable in equal monthly installments of 120 
in humber, with interest at the rate of 24% percent per annum. The committee 
is advised that this will amount to $92.90 per month for a 10-year period in 
cases in which the maximum indemnity is payable. 

“In the insurance programs applicable to World War I and World War II 
veterans’ provision is made for options to be selected either by the insured or 
at the election of the beneficiary. In restricting the indemnity payments to 
equal monthly installments over a 10-year period, the committee is endeavoring 
to simplify administration and at the same time to assure a substantial monthly 
payment for a reasonable period of time. This will provide a larger sum than 
the monthly annuity payments under the existing Government insurance pro- 
grams for widows with children during the time when a larger income will be 
most needed. It has not been the policy of the Congress at any time to permit 
lump-sum settlement of gratuitous insurance.” 

As indicated, the Servicemen’s Indemnity Act provides for limited classes of 
beneficiaries having a close relationship to the serviceman and specifies that 
no payments may be made to the estate of any deceased person. The payment 
of a lump-sum indemnity to any one class would foreclose potential survival 
rights of the other classes. Furthermore, should a beneficiary receive the lump- 
sum indemnity, as proposed by the bill, it is possible upon his death that part 
or all of the proceeds thereof would pass under his estate to persons having 
no relation to the veteran. Such a result would appear to be incompatible with 
the longstanding policy relating to governmental gratuities. 

Attention is invited to the fact that the bill, if enacted in its present form, 
would require the payment of the indemnity in a lump sum when so specified 
by the insured, and there would be no option as to settlement available to the 
beneficiary. Notwithstanding a lump-sum settlement designation by the service- 
man, certain beneficiaries might prefer that payment be made as now authorized, 
i. e., in installments over a 10-year period, in order to take advantage of the 
21% percent interest factor. (It will be noted that $92.90 times 120 equals 
$11,148). 

The Veterans’ Administration is unable to estimate the cost of section 2 of 
the bill, if enacted. There is no way of estimating the number of persons who 
would choose a lump-sum settlement of indemnity protection if they were 
able to do so. While there would be some savings in interest if settlement of 
the indemnity were made in a lump sum, there would also be some additional 
cost in cases where no one within the permitted class of beneficiaries would 
have survived to collect 120 installments. 

The Veterans’ Administration does not recommend favorable consideration 
of H. R. 2828 by your committee. 

Advice has been received from the Bureau of the Budget that there is no 
objection to the submission of this report to your committee. 

Sincerely yours, 


H. V. Hictey, Administrator. 
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THE AMERICAN LEGION, 
NATIONAL LEGISLATIVE COMMISSION, 
Washington, D. C., March 15, 1955. 
Hon. OLiIn E. TEAGUE, 
House Veterans’ Affairs Committee, House Office Building, 
Washington 25, D. C. 

DEAR CONGRESSMAN TEAGUE: During the course of the hearings before the 
Committee on Veterans’ Affairs on February 8, 1955, at which time National 
Commander Seaborn P. Collins and other representatives of the American 
Legion appeared, request was made (pp. 174, 175, 176 of the hearings), that our 
people furnish some additional information relative to certain insurance matters. 

For your information I would advise that our insurance advisory board and 
cur national rehabilitation commission considered these matters during the 
course of our recent meetings and I respectfully submit the following on their 
behalf. 

(1) The board and commission recommend that there be no change in the 
present beneficiary class other than a restriction on awards to stepparents and 
stepchildren. Based upon consideration of this subject at the annual meetings 
im 1954 ,a proposal in this regard was presented to the national executive com- 
mittee which, on October 6, 1954, in Resolution No. 14, item 12, required that 
the American Legion seek enactment of amendatory legislation to redefine a 
stepchild for servicemen’s indemnity purposes so that a stepchild would be in 
the permitted class only if a member of the household of the person with indem- 
nity coverage or if designated by him and to require for award to a stepparent 
that such a parent be designated as beneficiary or that otherwise he meet the 
loco parentis requirement. 

It was considered possible that some thought might be given to reducing the 
present beneficiary class. Comment must be made that those now included have 
an insurable interest in the lives of the persons with indemnity coverage and 
such person may want this protection assured for one or more of them. It is 
shown by the record that widows only were beneficiaries in 25.7 percent of 
the deaths; a parent or parents only in 69.3 percent; child or children, brothers 
ur Sisters, in 5 percent. 

(2) The board and commission recommend that there be no alteration of 
the basis for award of the servicemen’s indemnity to extend the monthly pay- 
ment beyond 10 years in lesser amounts, in order to provide a greater period 
of protection for beneficiaries. 

It is provided presently by law that the indemnity shall be paid in equal monthly 
installments of 120 in number with interest at the rate of 244 percent per annum. 
With $10,000 as the principal amount, the monthly payment is $92.90. The person 
with indemnity coverage has the right under the law to designate a beneficiary 
or beneficiaries within the limited class and to designate the proportion of the 
principal amount to be paid to each. To extend the payments over a longer 
period would increase administrative costs. The payment over a 10-year period 
immediately following the death of the insured, in the amount now provided, 
will undoubtedly aid the beneficiary or beneficiaries in any necessary readjust- 
ment. There are other benefits which may be paid which will extend beyond 
this period; also in the period the opportunity is afforded by the award made 
to prepare for the years ahead. 

(3) The board and commission recommend that no part of the reserve in the 
national service life insurance fund be made available to provide a secondary 
market or to make otherwise available additional funds for home loans to 
veterans. 

It is not seen that there is any evident need for the use of this trust fund for 
such purposes. There does not appear to be, generally, any scarcity of mortgage 
woney. A revolving fund has been created by law for use in making direct loans 
in certain areas. 

The trust funds must be liquid. The Government acts in the capacity of trustee 
of the NSLI fund. It is presently invested in 5-year special Treasury certificates 
of investment which are automatically renewable. Interest on these is credited 
July 1 of each year. Where any are redeemed, accrued interest is paid to date 
of redemption. 

The board recognizes the demonstrated integrity of veterans who have ben- 
efited by the VA home-loan program; they have proved themselves to be good 
risks. Up to the end of 1954, VA paid claims to lenders on only a little over one- 
half of 1 percent of the more than 3,600,000 home loans guaranteed. 
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By the end of 1954, 1014 years after the enactment of the Servicemen’s Read- 
justment Act of 1944, legislation conceived by the American Legion, which 
established the loan guaranty program, VA had, as mentioned, underwritten 
more than 3,600,000 home loans having an original principal amount of $25,700 
muillion, of which about $14 billion was guaranteed by VA. 

Veterans have repaid one-half million home loans in full, or 1 out of every 6 
guaranteed. The original principal amount of those paid in full exceeded $3.2 
billion. Another $3 billion has been paid off in installments by veterans whose 
loans are still outstanding. 

During 1954, VA was asked to appraise more than 900,000 existing and proposed 
homes to be offered for sale to World War II and post-Korea veterans. This is 
an increase of 90 percent over the 473,000 received in 1954. VA also received 
more than 525,000 GI home-loan applications during 1954, an increase of nearly 
65 percent over the 1953 total of 323,000. The increase in the GI loan activity 
during 1954 was due primarily to a substantial increase in the supply of funds 
for mortgage investment. This acted as a stimulus to the home-building indus- 
try, particularly in those areas where the supply of construction and mortgage 
capital for GI home loans had previously been limited. 

As the supply of mortgage money increased during 1954, the terms on which 
lenders granted loans became more liberal. During the latter part of 1954, more 
than one-third of the loans were made without a downpayment and about 7 out 
of 10 had maturities of 25 to 30 years, whereas in 1953, only 8 percent of the 
loans guaranteed were no downpayment loans and about 4 out of 10 had maturi- 
ties of 25 to 30 years. 

Trusting this information may be helpful, I am, 

Sincerely yours, 
Mites D. KENNeEpy, Director. 


THE AMERICAN LEGION, 
NATIONAL LEGISLATIVE COMMISSION, 
Washington, D. C., May 19, 1955. 
Mr. Ortver E. MEApDows, 
Staff Director, House Veterans’ Affairs Committee, 
House Office Building, Washington, D. C. 

DEAR Mr. Meapows: In response to your communication dated May 16, 1955, ad- 
vising the Subcommittee on Insurance had scheduled a hearing on all insurance 
bills on May 26, 1955, at 10 a. m., please be advised that Mr. Charles W. Stevens, 
assistant director of the national rehabilitation commission of the American 
Legion, will appear on our behalf and present testimony on H. R. 1615, 1617, 
1619, 1622, 1623, 1627, 1629, 4420, 4421, 4422, 4423, and 5955. 

Thanking you for your courtesy in this matter, and with kind personal regards, 
I am, 

Sincerely yours, 
Mites D. Kennepy, Director. 





CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., May 21, 1955. 
Mr. OLtver E. MEApDOws, 
Staff Director, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 

DEAR Mr. Meapows: Congressman Morgan is presently attending the World 
Health Conference in Mexico City. I do not believe he will return in time to 
attend the hearings on veterans’ insurance, including his bill H. R. 2163, which 
are scheduled for Thursday, May 26, 1955. 

Sincerely yours, 
G. Kine, Secretary. 


AMERICAN LIFE CONVENTION, 
Washington, D. C., May 23, 1955. 


Mr. Epwin B. PATTERSON, 
Counsel, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 
DeAR Mr. Patrerson: This is in response to your telephone inquiry on May 23 
regarding the contract provisions of a representative group of life insurance 
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companies with respect to the age limits for the waiver of premium benefit in 
the case of total and permanent disability. 

Generally speaking, most companies use age 60 as the limit in waiver of 
premium benefit. The usual clause reads something like this: 

“Upon receipt at its home office of due proof that the insured, during the con- 
tinuance of this rider and prior to the policy anniversary nearest to his 60th 
birthday, has become totally disabled, etc.” 

From the 64th annual issue (1955) of the Spectator Handy Guide, following 
are the age limits used by this representative group of companies: 


Age 
Company = ee 
Male Female 

Acacia Mutual Life Insurance Co., Washington, D. C 60 55 
Aetna Life Insurance Co., Hartford, Conn ‘ 60 60 
American National Insurance Co., Galveston, Tex s il 60 60 
American United Life Insurance Co., Indianapolis, Ind - - : 60 | 60 
Atlantie Life Insurance Co., Richmond, Va_.-_-------- i 60 55 
Bankers Life Co., Des Moines, Iowa__ . 60 | 60 
Bankers Life Insurance Company of Nebraska, Lincoln, Nebr ‘ 60 60 
Berkshire Life Insurance Co., Pittsfield, Mass_-_- 60 60 
Business Men’s Assurance Company of America, Kansas City, Mo 60 60 
California-Western States Life Insurance Co., Sacramento, Calif 60 55 
Connecticut General Life Insurance Co., Hartford, Conn-_-- 60 60 
Equitable Life Assurance Society, New York, N. Y 60 60 
John Hancock Mutual Life Insurance Co., Boston, Mass 60 60 
Liberty Life Insurance Co., Greenville, 8, C__--. as 60 55 
Metropolitan Life Insurance Co., New York, N. Y- 60 60 
New England Mutual Life Insurance Co., Boston, Mass. - 60 60 
New York Life Insurance Co., New York, N. Y 60 60 
Northwestern Mutual Life Insurance Co., Milwaukee, Wis- - 60 60 
Pan-American Life Insurance Co., New Orleans, La_- 60 60 
Penn Mutual Life Insurance Co., Philadelphia, Pa-- ; 60 60 
Peninsular Life Insurance Co., Jacksonville, Fla 55 55 
Prudential Insurance Company of America, Newark, N. J 60 60 
Southland Life Insurance Co., Dallas, Tex ea 60 60 
State Farm Life Insurance Co., Bloomington, Ill ie 60 60 
State Mutual Life Assurance Company of Worcester, Worcester, Mass-_-- . 60 60 
Travelers Insurance Co., Hartford, Conn._---------------------- athena 60 60 


If we can be of any additional service to you by obtaining additional informa- 
tion, please do not hesitate to let me know. 
Sincerely yours, 
Ropert A, CRICHTON. 


May 11, 1955. 
Mr. EpwIn B. PATTERSON, 
Veterans’ Affairs Committee, 
House of Representatives, 
Washington, D. C. 

DreAR Mr. PATTERSON: In accordance with your recent request by telephone, 
there are shown below the total number of Government insurance policies in force 
on March 1 of each year from 1948 through 1955 and the number of insurance 
personnel on the rolls on the same dates: 


+s Policy per 
Policies Personnel | ;4.—: 
si l individual! 





1948____. ‘ 15, 864 414 
art ah te li a 15, 862 447 
a 16, 045 376 
3961 ....<... 14, 159 409 
1952. ..... 9, 921 761 
1953 catladatele i 9, 614 749 
 —— 8,114 816 
einige edi db we eon wie > 6, 704 966 


1This column not included in letter. 
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The date of March 1 has been used for each of the years in question because 
that is the latest date in the current year for which tabulated policy-in-force fig- 
ures are available. Also, for proper comparison, there have been included in 
the personnel on duty figures only those directly chargeable to insurance opera- 
tions. As you know, prior to September 1953 the Veterans’ Administration was 
organized on a purely functional basis and auxiliary services were furnished to 
the insurance activities by other elements. Inclusion of auxiliary services in 
Department of Insurance figures since reorganization would distort the com- 
parison, 


If you desire any additional data, please do not hesitate to call me. 
Very truly yours, 


E. O. GARDNER, 
Assistant Deputy Administrator for Insurance. 


Comparative table of national service life insurance term premium (World War 
II) rates with private insurance companies—Annual premiums per $1,000 
insurance (5-year term) 











! 

] 

| Company 

Age NSLI - 

| ) hd Sa ae eT ee ee oe ee ‘is 
20.- ial 7.70 | 6.02 6.19 6. 20 6. 34 6.06 | 6.12| 5.74) 6.91 4.97 7. 60 6.12 
Bebe aeos | 7.70! 6.10| 6.21 6.26 | 6.38) 6.09) 6.19) 5.75) 7.02) 498) 7.75] 6.12 
22 7. 81 6.16 6. 22 6. 31 6. 42 6.13 6.26 | 5.78] 7.14 5.00 7. 88 6.12 
i... | 7.81] 6.21] 6.25] 636) 6.46] 6.16] 6.34) 5.82) 7.28) 5.02] 7.99 6.12 
24 7.93| 6.25| 6.28| 6.40] 651| 621| 6.43| 5.87| 7.42) 5.05| 808| 612 
25... 7.93 | 6.29| 6.32| 644] 657| 624| 6.53| 5.95| 7.58] 5.09| 818| 6.12 
26... 8.05 6. 32 6. 37 6.48 6. 62 6. 29 6.64 | 6.03 7.7. 5.13 8. 26 6.14 
27. 8.17 6. 37 6. 44 6. 53 6. 67 6. 32 6.77 | 6.15 7. 94 5.19 8. 35 6.17 
23.. ‘ 8.17 6.42 6. 53 6. 58 6.72 6. 37 6. 90 6. 29 8.15 5. 25 8.41 | 6. 22 
bck 8. 29 6. 51 6. 62 6. 65 6. 78 6. 43 7.05 6.42 8. 37 5. 33 8. 52 6. 30 
30... 8. 41 6. 61 6. 74 6. 74 6. 87 6.50 | 7.21 6. 60 8.61 5. 42 8.61 | 6.41 
Beas 8. 52 6. 71 6. 87 6. 84 6. 98 6. 57 7.39 6.79 8. 88 5. 52 8.7 6. 53 
33... 8. 64 6.84 7.03 6. 97 7.12 6. 67 7.59 7.00 | 9.17 5. 63 8. 91 6. 67 
33_- 8.76 7.00 7. 21 7.13 7. 28 6. 81 7.81 | 7.24 9.48 5.76 9. 11 6. 83 
34 ; 8.88 7. 20 7.42 7.31 7.47 6. 98 8.05 7.50 9.83 5.90 9. 34 7.02 
35 ...| 9.00 7.42 7.64 7.52 7.69 7.19 8.31 7.84 | 10.20 6. 07 9. 62 7.23 
36 9.12 | 7.70] 7.90) 7.77) 7.95) 7.45) 8.50] 8.26 | 10.57) 6.29) 9.94 7.49 
37 9. 35 8.01 8.17 8. 06 8. 25 7. 76 8.91 8.73 | 10.96 6.53 10.31 7.78 
38 9.59 | 8.35] 8.49); 839) 859) 811 9.25; 9.28 | 11.40) 6.80 | 10.72) 812 
39 9.83 8.75 8. 84 8. 76 8. 98 8.49 9. 63 9.87 | 11.89 7.09 | 11.18 8. 52 
40 10. 06 9.19 9.24 9.18 9. 40 8.92 10.04 10.49 | 12.43 7.41 | 11.7 8.97 
41 10. 30 9. 65 9.69 9. 65 9. 87 9.37 | 10.48 | 11.17 | 13.03 7.76 | 12.32 9.49 
42 10.54 10.17 | 10.21 10.18 10.40 9.86 10.97 | 11.89 13.68 8.15 | 12.98 10. 07 
43 10.89 10.75 | 10.80 | 10.77 | 10.99 | 10.37 | 11.51 | 12.68 | 14.41 8.61 | 13.72 10. 71 
44. 11.25 | 11.38 | 11.46 11.44) 11.64) 10.92 | 12.09 | 13.54 | 15.21 9.11 14.53 11.41 
45 11.72 | 12.10 | 12.20 | 12.18 | 12.35 | 11.50 | 12.78 | 14.47 | 16.10 9.66 | 15.45 12. 18 


Mr. Asprnauyt. Earlier this month some members of the subcom- 
mittee journeyed to Philadelphia to inspect the operations of the Phil- 
adelphia insurance office which handles approximately 55 percent of 
the insurance load of the Veterans’ Administration. We found that 
visit most helpful and informative and, to further advise us concern- 
ing the operations of this important program I have asked Mr. Charles 
B. Beck, the Deputy Administrator for Insurance, to testify gener- 
ally this morning on the operation of the program. 

Later we shall hear from Mr. Guy H. Birdsall, the Assistant Ad- 
ministrator for Administration of the Veterans’ Administration, who 
will present his views on the pending bill. 

On our visit to Philadelphia the members of the committee met Mr. 
H. J. Crosson, the administrator of that facility. It was very pleas- 
ant to be in Mr. Crosson’s company. He spent the day taking us 
around the installation, and I know that each one of us who was fortu- 
nate enough to be present enjoyed the day thoroughly and came away 


S 
very muc -h better informed on this matter of the Veterans’ Adminis- 


tration’s responsibilities. 
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The authors of each of the bills have been notified of this hearing 
and invited to testify, if they desire. The Chair would like to say 
that several of the authors have been called and many have suggested 
they have other matters which make their presence at our hearing 
this morning impossible. However, they expressed an interest, of 
course, in each one of the bills for whic h the particular sponsor was 

responsible. 

Representatives of the four major veterans’ organizations have also 
been invited to appear, and I see some of them present this morning. 

In accordance with committee practice, we will hear first from Mem- 
bers of Congress. Iam happy at this time to recognize the gentleman 
from New York, Mr. Fino, a member of the committee who will pre- 
sent his views on his bill, H. R. 3664. 


STATEMENT OF HON. PAUL A. FINO, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. Frno. Thank you, Mr. Chairman. 

Members of the committee, I appreciate this opportunity this morn- 
ing to appear before my own committee and express my views on TH. R. 
3664, which I reintroduced in this session of the Congress and intro- 
duced in the last session, the 83d Congress. 

The bill seeks to amend the National Service Life Insurance Act of 
1940 to allow certain insurance policies to be issued and reinstated. 

Under the provisions of Public Law 23 of the 82d Congress, no addi- 
tional national life insurance available to World War II veterans, or 
United States Government life insurance, which was available to 
World War I veterans, may be issued if the term of the original policy 
has expired, or if no insurance was ever applied for. By the terms of 
that law, the rights and privileges of these veterans were terminated, 
and they were precluded from applying for new insurance, or rein- 
statement of their national service life insurance. 

This statute created not only a great hardship, but perpetrated an 
injustice on our veterans and their families. Millions of veterans 
dropped their insurance after discharge, either because of financial 
difficulties or because they felt that they did not need it while still un- 
married. Now, they have been rehabilitated into civilian life, acquired 
families and other responsibilities, and they find that Public Law 23 
has cut off their rights. 

I realize, of course, that by passing Public Law 23 the Congress 
indicated its desire that the Government should get out of the insur- 
ance business, as much as possible. However, Mr. Chairman, there are 
always exceptions to the general rule, and I feel the cases sought to be 
covered by my bill are meritorious and worthy of exemption. 

Briefly, my b:ll would permit any person who had service for 90 
days or more and who was honorably discharged from such service 
prior to April 1951, or if less than 90 days, was  dischar ged because of 
disability incurred in line of duty, to obtain a national ‘life insurance 
policy. 

The veteran would have to make application, however, within a 
1-year period, 1 year after the date of the enactment of this section 
in order to be granted term insurance. The Administrator would be 
barred from denying that the applicant is in good health if he has 
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any disability which is less than total in degree, or which has resulted 
from, or been aggravated by, his military service. 

I know it will be argued by some of those interested that com- 
mercial insurance companies have term insurance sas available 
which are comparable in cost to those offered under the National Serv- 
ice Life Insurance Act. It should be pointed out that some of the 
men whom this legislation would cover would be unable to get insur- 
ance because of their service-connected disability, and if they did ob- 
tain it, it would be only at a higher premium cost. Also, commercial 
companies are not likely to have the favorable dividend experience 
which has always been shown to exist under the National Service Life 
Insurance Act, and which there is every right to expect will continue. 

I think that the enactment of this bill will be of great assistance to 
a group of deserving veterans, and I do not think that the cost would 
be prohibitive, or considerable to the Government. 

In this connection I would like to say that I have received a great 
deal of correspondence from constituents and from people throughout 
the country in support of my legislation. 

I have three letters that I would just like to read excerpts from that 
are typical of the feelings of the veterans. One of them said: 

I am one of those veterans of which you speak. I worked for the Veterans’ 
Administration in Washington, St. Louis, and New York City during the period 
March 1946 to June 1947. When resigning therefrom, in New York, I was 
much disgusted with the confused operation of the Veterans’ Administration. I 
had been Chief, Service Section, Insurance Division, responsible for the billing 
and collecting of NSLI and other Government insurance premiums. 

Sometime thereafter, still disgusted with the whole setup, I let my NSLI 


drop. Since that time I have acquired a wife and two children—and now ina 
more sobering plight—wish I could get my insurance back. 


Here is an excerpt from another letter : 


This legislation should be enacted. It will remove the feeling of injustice 
so many veterans have, as the result of many years of neglect. There is no 
question that a great number of soldiers, still under the influence of their war 
Service or battle shock, could not appreciate the advantages of life insurance 
offered to them by the Government. It is only after a few years had passed 
that they realized their mistake and no one in Washington was sufficiently 
interested in the welfare of these veterans to reopen the matter. 


Here is another excerpt from another letter : 


For example, in my case, 8 years ago, on the “advice” of a Veterans’ Admin- 
istration contact representative, I converted my NSLI to a $4,000, 20-payment 
life contract. Several years later, when I was in a better financial position, 
I attempted to reinstate the balance of $6,000, which I felt I was entitled to. 
I was informed that the law does not make any provision for reinstatement in 
my instance. 

That, Mr. Chairman, and gentlemen of the committee, indicates 
the feeling of the veterans with reference to this insurance. I hope 
the subcommittee will study very carefully the features of this bill 
and the effect it will have upon veterans, and I hope you will give 
it favorable consideration. 

Mr. Asprnatu. Thank you, my colleague, for a very fine statement. 
Would you advise the subcommittee chairman whether or not we have 
a report from the Veterans’ Administration on this particular bill? 

Mr. Fr1no. I do not believe that we have a report. 

The CounseL. Not yet, sir. 
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Mr. Asprnati. The chairman will recognize the gentleman from 
California, Mr. Teague, for a question. 

Mr. Traaue of California. This is probably premature because you 
would not be expected to have this information, but do you have 
any notion at all as to how many veterans who have allowed their 
coverage to lapse might come back in under the provisions of this 
legislation, if it were enacted ¢ 

Mr. Fino. That is very difficult to say, Mr. Teague, because we do 
not have any figures on that score. I believe once we open the gates 
to these veterans we will find there are more than we thought. 

Mr. TreacueE of California. We discussed with someone the number 
of veterans who did allow their insurance to lapse. It seems to me 
that less than 50 percent are continuing to carry the coverage. 

The Counsex. Mr. Teague, it is really higher than that. There 
were over 22 million polici ies issued. All were not in the amount of 
$10,000, of course, but today there are about 5,750,000 policies. 

Mr. Tracur of California. About two-thirds have allowed the 
coverage to lapse ? 

Mr. Fino. That is right. We do not know how many of the two- 
thirds are interested in coming back. As I indicated, many of these 
fellows were young and single and irresponsible as far as their family 
responsibilities were concerned, but since have married and have re- 
sponsibilities and find it difficult to get this type of insurance. 

Mr. Asprnatu. The subcommittee will be giad to have you remain 
as long as you like, Mr. Fino. 

Is Mr. Abbitt, of Vi irginia, in the room / 


STATEMENT OF HON. WATKINS M. ABBITT, A MEMBER OF CONGRESS 
FROM THE STATE OF VIRGINIA 


Mr. Assirr. Gentlemen of the subcommittee, it is my desire to 
comment briefly upon my reasons for introducing H. R. 5552, which 
would amend section 621 of the National Service Life Insurance Act 
of 1940 to provide that policies of insurance issued under that section 
on the 5-year level premium term plan may be exchanged for or 
converted to insurance on any other plan. 

There has come to my attention in the past year or so a number of 

‘ases where veterans of the Korean war have been somewhat con- 
cerned over the limitations imposed by the insurance provisions of 
the Korean GI bill as compared with those provided for veterans of 
World War I and II. In many ways the Korean war provisions 
are, of course, more attractive than those provided for veterans for 
the two world wars. The extremely low rate of premiums on the 
insurance provided for these veterans is, of course, an attractive 
feature. 

There is, however, the feeling on the part of many veterans with 
whom I have talked that they should be allowed to have the privilege 
of converting their term insurance to regular insurance under pro- 
visions offered to veterans of the two world wars. In the original 
debate on the bill there was, as I recall, consideration given to ‘this, 
but due to the low premium rate and other factors with which the 
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subcommittee is familiar this was not done. It is my desire to have 
the views of these veterans carefully considered by the committee 
in an effort to determine whether or not it is feasible and desirable 
to change the provisions of the act. The limitations imposed by the 
restriction on converting the insurance has in many cases proved to 
be a disadvantage to many veterans. Such a provision I believe should 
not change the provision of the bill other than to allow conversion 
if the veteran desires to have this done. 

I do not feel that we should discriminate against our Korean vet- 
erans to the extent of not allowing them to obtain the same kind of 
insurance after they are out of service if they are willing and able 
to pay for it themselves. While the term insurance has definite ad- 
vantages it is, of course, a limited coverage beyond which many vet- 
erans undoubtedly would like to go. 

I will appreciate the subcommittee’s consideration of the provisions 
of H. R. 5552, and I am grateful for your granting me the privilege 
of this additional explanation. 

I would like to cite with my remarks a letter to the chairman 
from Mr. A. Robbins, Jr., editor of the Hopewell News, Hopewell, 
Va., with reference to H. R. 5552. Mr. Robbins and his paper have 
taken a particular interest in this matter. His letter follows: 


May 20, 1955. 
Hon Orin EB. TEAGUE, 
Chairman Veterans’ Affairs Committee, 
House Office Building, Washington, D. C. 


DeAR Mr. TEAGUE: I am sure that the Members of Congress never intended to 
discriminate against the veterans of the Korean war, but in some manner, when 
the insurance act was amended, a very serious discrimination crept in. 

At present veterans of the Korean war can only keep term insurance. This has 
a good rate for the first few years; but as the veterans get older, the rate goes 
up so steeply that he could not afford to keep it. Because of this and because it 
cannot be converted, most Korean veterans have dropped their insurance. 

Veterans of both World War I and World II had the privilege of exchanging 
their term insurance for permanent forms, such as 20-year pay, 30-year pay, en- 
dowment, and other standard forms. It does not seem fair that the veterans of 
Korea cannot do this. 

I guess it is not generally known that this discrimination exists. I did not 
know it until a Korean veteran brought me all of the material from the VA and 
asked me what to do about keeping his insurance. I suppose the change was made 
at the time the Congress amended the act so the Government carried the insurance 
while they were actually in service. But I think the Congress did this more 
to protect the Government than the servicemen. 

I feel sure you will agree with me that this is a discrimination against our 
Korean veterans that should be promptly removed. Representative W. M. Abbitt, 
Fourth District, Virginia, has introduced H. R. 5552 to correct this discrimina- 
tion. I sincerely hope that you will vote to send this bill to the floor of the House 
and will work to have it passed at this session of the Congress. 

Sincerely yours, 
A. Ropsins, Jr. 


Is Mr. Cunningham, of Iowa, in the room ? 

(No response. ) 

Is Mr. Curtis of Missouri in the room ? 

(No response. ) 

I see our colleague, Mr. James C. Davis of Georgia, in the room. 
At this time we will be glad to have your statement. 
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STATEMENT OF HON. JAMES C. DAVIS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF GEORGIA 


Mr. Davis. Thank you very much, Mr. Chairman and gentlemen. 

I appreciate the opportunity to be here to appear before your honor- 
able subcommittee this morning in behalf of a bill which I introduced, 
H. R. 4658. 

The background of this bill is that in the 88d Congress, H. R. 1259 
was introduced by our colleague, Mr. Heller, of New York. That bill 
was considered by the Insurance Subcommittee and an adverse report 
was rendered. Subsequent to that action, a constituent of mine in At- 
lanta, Ga., Mrs. Nat Ullman, took up with me her case and upon look- 
ing into it I determined that if H. R. 1259 could receive favorable 
action it would take care of her situation. So I took it up with the 
subcommittee and with the then chairman of the full committee and 
asked that reconsideration be had, but the subcommittee did not see fit 
to reconsider the previous action on that bill. 

Then I introduced a bill of my own, H. R. 2825, in the 84th Con- 
gress, which was similar to H. R. 1259 in the 83d Congress. But 
after introducing that and studying all the facts, I dec ided that that 
bill would not take care of the situation of my client, so I asked the 
legislative counsel to collaborate with me in the preparation of a bill 
which I later introduced, and that is the bill in behalf of which I 
appear today. 

This is a bill which would provide, through amendment to pars 
graph 2 of subsection H of section 602 of the National Service Life 
Insurance Act, that in any case in wee insurance benefits payments 
were commenced prior to September 3( ), 1944, and a refund life income 
was not under this section, the beneficiary in receipt of such pay- 
ments—whether or not the first beneficiary—shall have the right to 
elect within a 1-year period—which begins on the date of enactment 
of the law—to receive the face value of the policy in lieu of any fur- 
ther payments on the policy, or to continue to receive further install- 
ments on such policy in the amounts now being received, with such 
installments continuing until 240 monthly installments have been 
paid. 

I became interested in this legislation through the situation of my 
constituent, Mrs. Ullman. She had a son who volunteered on his 
18th birthday and he lost his life during that service. 

I feel, Mr. Chairman and gentlemen—and I am sure that you feel 
and our colleagues in Congress feel—that we are grateful to any 
American father and mother whose son has volunteered, as this one 
did, and who has made the supreme sacrifice in behalf of the United 
States and in behalf of our country. 

Although I realize this matter has been under consideration before 
by this subcommittee and by Congress, and that favorable action has 
not been had upon it. Nevertheless, I feel where a mother insists— 
as this mother has done and now does, that we consider her case and 
again review the facts and circumstances and pass upon the question 
again as to whether or not these requests should be granted—you would 
not take it as an imposition upon yourselves to give consideration to 
it. That is why I am before you this morning. 

My office has — a paper in connection with this, but upon 
reading it over I find that there are some statements in there that I 
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cannot go along with, so with your indulgence I will not file any 
written statement. I will just discuss it here informally with you. 

This constituent of mine—and I think there are other mothers and 
fathers in the same situation—feels that the payments which they 
received do not amount to any more than interest upon the principal 
sum of $10,000. She feels, and very earnestly insists, that if she had 
had an opportunity to elect to receive this $10,000, she could have 
invested that so as to give her a return which would have been equal 
to the monthly payments which she has been receiving, and now she 
would still have the $10,000 principal sum in hand, unimpaired, and 

she would still be enabled to receive monthly substantially the same 
amount which she has been receiving, which is being credited upon 
the principal. 

I want to earnestly urge you gentlemen, if you will, to give consider- 
eration to her contentions, and if you could find it possible to favorably 
report this bill out, why, I would earnestly urge you to do so and I 
would state that she would be grateful and so ‘would I, and I think 
many others in the same situation would be grateful to you. 

Substantially, gentlemen, that is my position in the matter and those 
are my contentions, and I appreciate very much having the oppor- 
tunity to appear before you. 

Mr. Asprnaty. Thank you very much, Mr. Davis. 

Have you made any study of what the immediately foreseeable 
expense might be to the Government if your bill should become a law? 

Mr. Davis. No, sir, I have not, Mr. Chairman. 

Mr. Asprnatu. There is a chance, is there not, it might upset the 
entire insurance field unless additional appropriations were made 
available all at once ? 

Mr. Davis. Well, speaking frankly about it, my opinion would be 
that the expense of this would be considerable. I am sure that it 
would be. 

Mr. Tracvr of California. I have one question, and perhaps I 
should direct it to Mr. Patterson. 

Are there no circumstances when a beneficiary can get a lump-sum 
payment ? 

The Counset. This is one of the cases in which a national service 
life insurance policy matured prior to August 1, 1946. Prior to that 
date, a lump-sum payment was not authorized. After that date, a 
lump-sum payment was authorized, and I believe in this instant case 
the policy matured prior to that time and payments had already 
commenced. 

Mr. Tracur of California. So this bill would be asking that we make 
the situation the same prior to 1946 as since 1946 ? 

The Counsen. Yes. If she received $4,000 for example, she would 
be paid $6,000 more. I think that in essence is what she wishes. 
This case is a little different however. The beneficiary contends that 
the payments she has thus far received constitute interest and not 
the proceeds of the policy, and I assume the only thing that would 

satisfy her would be a full $10,000 payment; is that right? 

Mr. Davis. That would be all that would satisfy her completely, 
but if the law can be amended so as to pay her now the remainder of 
the $10,000 in a lump sum, it would go far toward satisfying her 
contention. , 
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ATLANTA, GA., May 20, 1954. 
Hon. JAmeEs C. Davis, 
House of Representatives, 
Washington, D. C. 

Dear Mr. Davis: In reference to your letter of January 16, 1954, with copy 
of letter from Mrs. Edith Nourse Rogers, about the matter of my deceased son’s 
policy, I want to thank you for the time and effort you put into inquiring about it. 

However, after reading over the correspondence, I find that you have only 
found out what I already knew, and which does not answer my question to you, 
satisfactorily. 

You are my Representative in Washington—you are my spokesman. You know 
Mr. Uliman and I’m sure you must know that I would not ask anything un- 
reasonable. I know what the ruling on insurance was and is, but my contention 
still is, that the Government has only been sending me the interest on my son’s 
$10,000 policy, and I feel that I am entitled to the $10,000. On the 28th of May, 
this month, my son will have been dead 10 years, during which time I have been 
receiving $55.10 per month, which is $661.20 per year, or $6,612 for the 10 years, 
which isn’t the face value of the policy. I know, too, that if I should die next 
month the payments will stop. If I live 5 years longer, then the face value of 
the policy will have been paid—that is, the interest on the $10,000. So many 
younger women have been paid in a lump sum. Some much younger women 
were and are being paid for life plus a widow’s pension. 

There is so much money in the National Service Life Insurance department, 
that ex-GI’s get bonus checks every year. I know, because our surviving son 
gets one. 

Do you think that I am asking anything unreasonable when I ask the insurance 
department to pay me what is justly mine? 

I had an idea that you, as my Representative, could do this for me, or see that 
itisdone. And I still have that much faith in you. 

Referring to Mrs. Rogers’ letter, “Experience clearly demonstrates that insur- 
ance issued by the Government in wartime, which affords full coverage at peace- 
time rates, is largely a gratuity.” When the representative of the VA testified 
on this matter, did it occur to him that a boy’s life had been sacrificed? My 
son volunteered on his 18th birthday, and was called a few months later. That 
was really a gratuity. There are always exceptions to every rule, and I would 
appreciate some real effort on your part on my behalf. 

Please let me know as soon as possible just what you can do. If it is something 
beyond your reach, maybe I can get Lester Hill to take care of it. I’ve known 
Lester Hill all of his life, but I’m asking you once again to attend to this for me. 

Sincerely, 
Mrs. Nat ULLMAN, 


May 24, 1954. 
Mrs. Nat ULLMAN, 
Atlanta, Ga. 


My Dear Mrs. UttMAN: Your letter of May 20 is received. 

First, let me say that I am, and will always be, grateful as an American citizen 
for the sacrifice and the heroism of your son. You, as his mother, deserve every 
effort which I can make in your behalf, and I am not only willing, but glad, to 
take every step I can to secure for you the consideration to which you feel you 
are entitled. 

You will note from the paragraph next to the last in the letter of Mr. C. Kray- 
enbuhl, dated November 25, 1953, that “there is no provision whereby settlement 
of national service life insurance maturing prior to August 1, 1946, can be made 
in a lump sum.” 

Therefore, no lump-sum payment under this policy can be made to you as ben- 
eficiary unless the law is changed. 

Any bill to change the law must be favorably reported by the Committee on 
Veterans’ Affairs, of which Mrs. Edith Nourse Rogers is chairman during the 
present Congress. 

I asked Mrs. Rogers early in January to give me her opinion as chairman of 
the Veterans’ Affairs Committee, as to whether legislation might be approved 
by her committee to authorize payment of a lump sum to you in settlement of 
the insurance policy in question. Her communication to me dated January 14, 
1954, stated that House bill 1259, which would authorize such lump-sum pay- 
ment, was considered by the Subcommittee on Insurance on May 18, 19, and 22, 
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1953, and that the subcommittee unanimously voted not to report the bid] favor- 
ably. The full committee subsequently accepted the recommendation of the 
subcommittee. 

In that letter, Mrs. Rogers gave it as her opinion that it seems unlikely at this 
time that the legislation in question will be approved. 

Mrs. Rogers, the present chairman of the Veterans’ Affairs Committee, was 
its chairman also during the Republican 80th Congress, and she has been a 
member of that committee for many years. I certainly feel that her opinion on 
any phase of veterans’ legislation is entitled to great weight. 

Notwithstanding her opinion that it is unlikely that H. R. 1259, or similar 
legislation, will be approved, I am certainly willing to make the effort to reopen 
the matter. In order for such legislation to be approved, it will be necessary 
for the insurance subcommittee to again take the bill up for consideration, and 
it will be necessary at that time to present additional facts and arguments to 
the subcommittee, sufficient to induce them to change the opinion previously 
announced. 

I will be glad to ask the subcommittee to take the matter up again, and if they 
consent to do so, I will be glad to appear before them and urge as strongly as 
I can that the subcommittee reverse its previous decision. 

If you desire that this step be taken, let me know, and I will give the matter 
prompt attention. I would also like to know if you yourself would wish to 
appear before the subcommittee, or if anyone in your behalf would appear before 
the subcommittee. 

I note in your letter that you feel you can obtain the assistance of Senator 
Hill of Alabama. I would urge that by all means you enlist his aid in the 
matter. I would also suggest that you ask our own Senators, Senators George 
and Russell, to join in the effort to secure passage of the legislation in question. 
There is no such thing as having too much help in a matter of this kind, and 
because of the adverse report rendered on this legislation a year ago, such assist- 
ance is needed more now than before the adverse decision was announced. 

Please advise me when you have communicated with the Senators named, 
and I will confer with them and endeavor to have the Insurance Subcommittee 
give usa hearing at a time convenient to everyone concerned. 

With kindest regards, I am 

Sincerely yours, 


ATLANTA, GA., January $1, 1955. 
Congressman JAMES C. Davis, 
Washington, D.C. 


Dear Mr. Davis: This is to ackowledge with thanks your letter of January 
28 inclosing H. R. bill No. 2828. In view of the wording of the bill, I believe 
there is some misunderstanding as to my contention concerning my late son’s 
insurance. 

It is my feeling that the monthly payments which I have received against the 
insurance policy constitute only interest payments on the principal sum of $10,000, 
the face value of the policy, and should not be deducted from the principal or face 
value of the policy as outlined in H. R. bill No. 2828. 

The above contention is based on the later policy of the VA in paying lump sum 
benefits. Had the lump sum been paid to me at the time of my son’s death and 
invested, I would have received the same amount from the investments as the 
amount of the monthly payments from the VA and would still have the principal 
sum of $10,000 in my possession in investment. In effect, the VA has been paying 
me interest on my $10,000. 

I think that paragraph (3) (A) of H. R. 2828 should read as follows: “The 
beneficiary, whether or not the first beneficiary, shall have the right to elect 
at any time to receive in one sum the face value of the insurance policy. Sueh 
payments previously made against the face value of the policy to be construed as 
interest payments against the insurance.” 

I am enclosing a copy of a letter from Senator George which I received today 
and as soon as a reply comes from Senator Hill will forward copy to you. 

If you think that my personal appearance before the National Service Life 
Insurance Committee will in any way help, and if you can so arrange it, I shall 
be glad to come to Washington. 

gain thanking you for your kindness and your valued time, I remain 
Very truly yours, 
JEANETTE HAAS ULLMAN. 
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(Nore.—Subsequent investigation of the case showed that the insured paid 
$19.40 in premiums for this insurance; that due to his service-connected death the 
proceeds are being paid from appropriation from the Treasury ; settlement option 
elected by the insured provided for 120 months certain with payments continuing 
throughout the lifetime of the first beneficiary; that so far, $6,667.10 has been 
paid on this policy; women in the beneficiary age bracket have a life expectancy 
of 17.89 years; if the beneficiary lives to the end of her life expectancy she will 
receive $11,240.40 additional or a total of $17,907.50 on a policy having a face 
value of $10,000. ] 

Mr. Asprnatu. Is Mr. Gregory of Kentucky in the room? 

(No response.) . 

Is Mr. Harris of Arkansas in the room? 


STATEMENT OF HON. OREN HARRIS, A MEMBER OF CONGRESS 
FROM THE STATE OF ARKANSAS 


Mr. Harris. Mr. Chairman, I appreciate the opportunity of ap- 
pearing before the subcommittee in support of the bill, H. R. 6100, 
which I introduced on May 9, and which seeks to amend the National 
Service Life Insurance Act of 1940 to permit a court to order a change 
in the beneficiary of a national service life insurance policy in certain 
cases. 

As the subcommittee well knows, the present law provides that the 
beneficiary of an insurance policy may be designated only by the in- 
sured and may be changed by him at any time without reference or 
notice to any of the previous beneficiaries and that such information 
is always considered confidential. 

While it is true that I have introduced this bill in order to cover a 
specific case which has occurred in my own district, I am sure it would 
be the type of legislation beneficial to many families and to veterans 
who have become incompetent. ~ 

Briefly stated, the facts in this case which brought about the intro- 
duction of my bill are that the man served in World War II as a 
‘aptain from the State of Arkansas, but shortly after his return from 
World War II service he became hopelessly insane and his case has 
been adjudicated as service-connected. For a while he was hospital- 
ized in one of the Veterans’ Administration hospitals near Philadel- 
phia, but presently is hospitalized in the Menninger Hospital in 
Topeka. In some cases a man who is insane has what the law describes 
as “lucid intervals” during which time, upon proper certificate by the 
doctor, he may change the beneficiary of his insurance policy or take 
other legal action which is necessary. In this instance, however, two 
labotomies have been performed on the man in an effort to restore 
him tosanity. They have not been successful. 

Some time after this serviceman became insane, his wife instituted 
suit for divorce on the grounds of insanity. Mr. Chairman, as it 1s 
in many States, insanity 1s sufficient grounds for the granting of a 
divorce in Arkansas. A divorce has been granted oe a complete set- 
tlement has been made of the estate, but because of the National Service 
Life Insurance Act, when this veteran dies the proceeds of the policy 
will be payable to the former wife, even though she has been divorced 
and is now remarried and living in another State. 

I think the subcommittee will agree with me that to allow this ruling 
to stand violates all the rules of equity. To overcome this deficiency 
in the act, that in any case where an insured has designated his spouse 
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as beneficiary and subsequently his spouse is divorced from the insured 
on the grounds of incompetency, then the legally appointed guardian 
of the insured, acting pursuant to order of the court having juris- 
diction of the insured’s estate, may change the beneficiary designation 
to the estate of the insured. 

For the reason cited above I respectfully request that the sub- 
committee approve this bill and recommend favorable action by the 
full committee. Thank you again. 

Mr. Asprnaui. Thank you Mr. Harris. Is Mr. Rogers of Texas in 
the room ¢ 


STATEMENT OF HON. WALTER ROGERS, A MEMBER OF CONGRESS 
FROM THE STATE OF TEXAS 


Mr. Rogers. Mr. Chairman, I appreciate the opportunity of appear- 
ing before this subcommittee in support of H. R. 5307, which I intro- 
duced last March and which would amend the National Service Life 
Insurance Act to provide for the lump-sum payments to certain bene- 
ficiaries under this act. 

As the committee knows, insurance which matured prior to August 
1, 1946, was not payable in a lump sum. The original act, which 
passed in 1940, did not provide for lump-sum payment largely on the 
theory, apparently, that to provide a sizeable sum during a period of 
war might be dissipated by the beneficiaries or might “further con- 
tribute to the inflationary trend at that time. 

When the Insurance Act of 1946 was passed, there were several 
liberalizing amendments enacted, one of which permitted the lump- 
sum settlement of all insurance maturing after that date. 

Legislation of this type has been introduced in a number of Con- 
gresses but has never been favorably considered. This fact, however, 
does not detract in any way from the merit of legislation of this kind. 
My attention has been drawn to as question particularly by the case 
of Mrs. Velma Faust and Clyde A. Faust, principal and contingent 
beneficiary, respectively, of their son, Clyde A. Faust, Jr., who was 
killed December 9, 1944, while performing his duties as a rifleman in 
the Army in attacking an enemy position in France. 

I have personal knowledge of the fact that the passage of this 
legislation would afford definite relief to these beneficiaries inasmuch 
as it has been necessary for the principal beneficiary to receive a great 
deal of medical attention in recent years, and payment of this policy i in 
one lump sum would not only provide her the needed care but would 
assist in wiping out loans which have had to be made in order to 
provide her with medical care. 

The case is even more appealing than usual in that the deceased son 
of the beneficiary made specific request to his family that the insurance 
be used to provide a home for his mother. Of course, paying the 
insurance in monthly installments would not permit the maintenance 
of a home in line with the intent of the insured. 

[ am aware, of course, of the unfavorable reports which have been 
made on legislation of this type from time to time by the Veterans’ 

Administration, and as a general rule, the point may be well taken. 
However, Mr. Chairman, there are always exceptions to any general 
rule and I believe that you will agree with me that the case which I 
have cited is worthy of most careful consider: ation, and I believe that 
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this bill should be reported favorably by your subcommittee and by 
the full committee. 
I earnestly solicit your favorable action. 
Mr. AspinaLt. We appreciate your testimony, Mr. Rogers. Is Mr, 
Whitten, of Mississippi, in the room 


STATEMENT OF HON. JAMIE L. WHITTEN, A MEMBER OF CONGRESS 
FROM THE STATE OF MISSISSIPPI 


Mr. Wurirren. Mr. Chairman and members of the committee, I ap- 
preciate this opportunity to appear before you to urge necessary 
changes in the present veterans’ insurance law, which I believe would 
be of | great benefit to a number of veterans. After studying the many 
insurance problems which have arisen, I believe this committee will 
take action to alleviate many problems which veterans have been 
having with their national life and other veterans’ insurance laws. 
In many cases what is happening to the veteran is much more to his 
disadvantage than would be permitted under regular insurance laws 
of the various States. 

I have introduced H. R. 1845 and H. R. 1850 which would do much 
to correct the present unnecessary hardships imposed in individual 
cases and do much to give proper solutions to the many problems that 
exist. I have a number of cases in my files with regard to servicemen 
who had been carrying Government insurance and for one reason 
or another had allowed the insurance to lapse. Doubtless it may be 
said that in some cases the veteran could have been more diligent 
himself. In many other instances, however, it was entirely unavoid- 
able because of changing address, moving from one post office service 
to another, and having notification not only delayed somewhat but in 
some instances notice was never received by the veteran. The Vet- 
erans’ Administration has refused relief. 

I would like to bring to your attention one instance where applica- 
- for renewal was sent by the Veterans’ Administration. The vet- 

‘an did not receive it. He tendered his regular monthly payment of 
$6, 50 but the notice which the veteran did not receive for the new 
term announced an increase in payment to $6.90. This veteran was 
advised that since he did not tender the full amount of payment his 
policy had lapsed. There are many similar cases. 

In another instance, a premium was due on April 10. The veteran 
mailed in the premium. His letter was postmarked April 10; but 
the Veterans’ Administration canceled his policy because his letter 
was not postmarked prior to 12 o’clock on April 9. In my opinion 
that is drawing the line too fine. These men are veterans. Other 
veterans would not wish these individuals to be thus penalized. The 
VA says that to correct these unreasonable interpretations would 
endanger the fund. I would like to bring to your attention that the 
VA in 1948 had a total of $2,800,000 in dividends to be paid, $2,738,000 
of which were issued. In 1951 they had $685 million, reduced to $645 
million becauses of premiums waived, of which $639 million was issued. 
In 1952 the VA had $200 million, of which $145 million was issued 
and for 1953 they have a total of $180 million to be paid in dividends, 
and also 1954-55 it will run into millions. I may say that these divi- 
dends were made partially at the expense of these veterans of whom 
I have been speaking. 
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In this bill I propose that the veteran shall have 1 year in which to 
renew and get his insurance matters straightened out. In other cases 
and I am sure each member has run into this problem, under Public 
Law No. 23 applications for renewal of insurance would not be 
accepted after April 25, 1951; but where many veterans did not know 
of the change and by reason of such lack of knowledge their insurance 
lapsed, the veterans were prohibited under the law from applying for 
renewal of the insurance. 

I have also been contacted with regard to veterans who had been 
drawing disability and obtained waivers of premium for total and 
permanent disability. Upon review the disability was decreased to a 
degree that the insurance division of the Veterans’ Administration 
stated the veteran was gainfully employed and therefore was not 
entitled to waiver of premium. It is my belief a veteran who has 
service-connected disability, regardless of the amount of disability, 
should be given waiver of premium. In one instance where the veteran 
was tot ally disabled he was required to pay his premium. His term 
insurance ran out and he applied for renewal, which was granted. 
However, he made a statement that he was in as good physic: al shape 
as he had been. After his renewal was accepted the veteran died, and 
the VA on checking found that the serviceman had been hospitalized 
twice. His statement on application for renewal being determined as 
untrue the VA advised the deceased veteran’s beneficiaries they were 
not entitled to insurance. 

It is my belief that when any serviceman has disability of as much 
as 30 percent he should be entitled without question to waiver of 
premium on his service insurance. I might also state that it appears 
that the Government is not losing any money on the different service 
insurance programs now in effect, since they are paying a big dividend 
each year. It is my belief the insurance laws of the Veterans’ Admin- 
istration should be so written as to make it easier for veterans to carry 
this insurance. I would also suggest that consideration be given to 
providing for a set premium on insurance policies for veterans who 
have reached a certain age, possibly 50. I would also suggest that 
premiums be stabilized and renewals not be necessary after such age 
has been reached. 

The veteran insurance program is so set up at this time that those 
who are financially able are in condition to convert and pay up their 
insurance. But the great majority of veterans who desire to carry 
this insurance are not finane ially able to convert; and it is my position 
that they are entitled to consideration toward having opportunity to 
renew and carry their term insurance at a rate that can be afforded. 

I trust this committee will report out a bill that will assist in reliev- 
ing the veterans from the hardship imposed by Public Law No. 23, 

1951. To follow the present strict interpretation is to go contrary to 
the intent of Congress. The Congress has been very fair in passing 
legislation, I think: but, by interpretation with regard to individual 
veterans the decisions are harder than those of a gr anite-faced banker, 
and there is no necessity for it. 

Mr. Asprnatu. The gentleman from Pennsylvania, Mr. King, wishes 
to present his views on H. R. 123. 
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STATEMENT OF HON. KARL C. KING, A MEMBER OF CONGRESS FROM 
THE STATE OF PENSYLVANIA 


Mr. Kine. I ask favorable consideration of my bill, H. R. 123, as a 
generous gesture, on our part, to those veterans, ‘who are totally blind 
as a result of service for our country. 

There are few such veterans in the United States, and passage of 
the bill should not set a precedent. 

It would merely be our tribute of appreciation to these veterans for 
service rendered at the expense of their own sight. 

Mr. AsprnaLLt. We will now hear from the gentlem: an from Con- 
necticut, Mr. Seely- Brown. 


STATEMENT OF HON. HORACE SEELY-BROWN, JR., A MEMBER OF 
CONGRESS FROM THE STATE OF CONNECTICUT 


Mr. Srety-Brown. Mr. Chairman, I appreciate very much being 
given the opportunity to appear before your subcommittee in connec- 
tion with your consideration of H. R. 2664, which I introduced on 
January 20, 1955. The provisions of the proposed legislation would be 
applicable not only to several of my own constituents, but also to many 
others who find themselves in similar circumstances. 

The bill presently under consideration would extend the gratuitous 
insurance benefits granted by subsection 602 (d) of the National 
Service Life Insurance Act of 1940, as amended—if a claim is filed 
within 2 years after the date of enactment of the act—to the nonde- 
pendent mother or father of the insured, if living, if no widow, 
widower, child, or dependent mother or father is entitled to the 
benefits. 

Changing times have during recent years been the basis for enlarg- 
ing the subject of insurance for servicemen and women. One aspect 
of this subject has remained unchanged over the years, that is, our 
Nation’s determination that members of the Armed Forces be pro- 
vided the opportunity to have adequate life insurance. Recognition 
of this fact by the Congress resulted in the extension of gratuitous 
insurance benefits and privileges to many of our World War II service 
personnel who were unable to comply with the prerequisites necessary 
for the granting of insurance by reason of extended duty in the North 
Atlantic, Hawaii, the Philippines, and other outlying bases. Many 
Armed Forces personnel failed or neglected to apply for such insur- 
ance in the expectation that their service would be peacetime service 
only. By reason of the suddenness with which war was thrust upon 
us, they did not have sufficient time to apply for such insurance prior 
to engaging in combat. 

Notwithstanding the fact that insurance had not been applied for, 
those individuals were deemed to have applied for and to have been 
granted insurance as of the date of entry into active service or October 
8, 1940, whichever is later, in the sum of $5,000. A stipulation of the 
law cover ing the granting of such gratuitous insurance made parents 
eligible for. payment only if the parents were dependent upon the 
insured. Due to the extreme youth of many of our armed service 
personnel at the time of entry into service, no opportunity had pre- 
sented itself prior to that time to establish the dependency of the 
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parents. Under existing law, dependency for insurance purposes 
must be established at time of death of the insured. 

In the cases of those individuals who had applied for and had been 
granted insurance, if the parents were named as beneficiaries, the 
beneficiaries were paid, upon the death of the insured, notwithstanding 
dependency. It is only logical to assume that in the case of an un- 
married individual, if the serviceman applied for insurance and made 
payments therefor, he would have designated his parents as bene- 
ficiaries. 

In the case of an individual who has been issued a policy, and if no 
beneficiary was designated by the insured, or if the beneficiary pre- 
deceased the insured, the sum of the policy” was paid to the estate. 

Under more recent enactments, servicemen are covered by free 
indemnity insurance, and eligible relatives are paid for a certain 
period of time if the individual dies while in the service. 

In my opinion, the strongest argument for extension of gratuitous 
insurance benefits to nondependent parents is the fact that those 
parents undoubtedly would have been designated as beneficiaries in 
the case of an unmarried member of the service. I do not believe that 
parents of World War II veterans should be penalized and be in- 
eligible to receive gratuitous insurance simply because of the fact 
that the serviceman did not have the opportunity to name them as 
beneficiaries on a policy. 

Because of this belief, I introduced H. R. 2664—in order to correct 
what I consider to be an inequity in the law. I respectfully urge 
your serious consideration of the bill presently pending and hope that 
the full committee will give early and favorable consideration to it 
in order that the matter may be acted upon by the Congress in the 
near future. 

Mr. AsprInauu. Mrs. Kelly, we are happy to have you here. 


STATEMENT OF HON. EDNA F. KELLY, A MEMBER OF CONGRESS 
FROM THE STATE OF NEW YORK 


Mrs. Ketty. The plight of one of my constituents prompted my 
introducing H. R. 803. 

Under section 621 of the National Service Life Insurance Act of 
1940, as amended by the Insurance Act of 1951, an application for 
insurance must be filed within 120 days after separation from active 
service. The law makes no provision for the extension of time for 
filing applications for insurance under these provisions of the act 
regardless of a veteran’s disability or any other extenuating cireum- 
stances. 

In my constituent’s case, he was discharged from the service on 
May 26, 1952, and on the same date was admitted to the veterans’ hos- 
pital at Northport, N. Y., as a mental incompetent. He was released 
from the hospital on convalescent leave October 10, 1952. 

As a mental incompetent, he could not have filed his application 
within the 120 days allowed by law. Unfortunately the Veterans’ 
Administration did not appoint a legal guardian or committee for 
this veteran ee the 120 days had expired. 

Of course, I do not know how many veterans are in a similar situa- 
tion. My constituent has recovered his mental faculties and he is 
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interested in this good insurance. There is no way under the law 
for him to obtain it. Certainly it was through no oversight or fault 
of his. 

It would appear in this one case that the Government has taken 
advantage of a veteran’s service-connected disability to deny him cer- 
tain benefits which, I have no doubt, the C ongress intended for all 
honorably discharged veterans. Yet, the Veterans’ Administration, 
while most sympathetic in this case, has pointed out that the law 
does not. permit discretionary power to handle cases such as this one. 
Definitely, the laws needs amending and it is my hope that the Congress 
will take favorable action on H. R. 803. 

In one case which has been called to my attention the VA points 
out that the veteran had an opportunity under section 620 of the law 
to avail himself of insurance by filing within a year of discharge, and 
passing a physical examination, the following explanation ‘should 
suffice : 

The veteran did apply under 620 within a year after discharge but 
he could not pass the physical examination because of overweight. 
The veteran and his family are all overweight. They operate a suc- 
cessful restaurant business in Brooklyn, N. Y. 

T again ask the favorable consideration of this proposal. 

Mr. Asprnatu. Thank you, Mrs. Kelly. The committee will now 
listen to a presentation on the general suggestions by Mr. ( ‘hi ivles G. 
Beck, the Deputy Administrator for Insurance, Veterans’ Admin- 
istration. 

We are pleased to have you before the committee, Mr. Beck, and if 
agreeable to you the ¢ ommittee would like to be permitted to interrupt, 
if they so desire, at any place in your statement for any further infor- 
mation that might be desired at that particular place. 


STATEMENT OF CHARLES G. BECK, DEPUTY ADMINISTRATOR FOR 
INSURANCE, VETERANS’ ADMINISTRATION 


Mr. Beck. As you know, I am here by invitation to make a general 
statement about insurance programs and certain areas to discuss were 
suggested to me. 

Mr. Asprnatu. May the chairman suggest that your presentation 
will certainly be very well received by this commitiee because we are 
new to our responsibilities and hearing from you at this time will 
be most valuable. 

Mr. Beck. Thank you. 

It is a pleasure for me to make a short statement covering several of 
the activities of the Department of Insurance. We are quite proud 
of our program, and are glad to inform others of progress made over 
the last few years. 

The United States Government through the Veterans’ Administra- 
tion as the administering agency, operates several insurance programs 
for veterans and servicemen. The one which had its or igin in World 
War I is known as United States Government Life Insurance; that 
which had its inception in 1940 is called National Serv ice Life Insur- 
ance ; and the two systems established by the Servicemen’s Indemnity 
and Insurance Act of 1951 are ¢ ‘alled veterans’ special term insurance 
(RS) and service-disabled veterans’ insurance (RH). 
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UNITED STATES GOVERN MENT LIFE INSURANCE 


United States Government Life Insurance, or “K” insurance as we 
‘all it, is an outgrowth and extension of the first life insurance pro- 
gram for servicemen, which was instituted in October, 1917, as “War 
Risk Insurance.” United States Government Life ‘Insurance was 
available to all men who entered the active service prior to October 
8, 1940, and from that date until April 25, 1951, was still available to 
veterans of World War I. 

All United States Government Life Insurance is participating, and 
the rates, values, and optional settlements are based on the American 

ixperience Table of Mortality and 314 percent interest. One of the 
most important features of all United States Government Life Insur- 
ance policies, term as well as permanent plans, is the total and perma- 
nent disability benefit which matures the contract upon the occur- 
rence of disability as defined, and pays out the face of the policy in 
monthly installments over 20 years, such installments to continue, 
however, for as long as disability lasts. It is not necessary that dis- 
ability occur before age 55 or 60 as is usual in commercial policies. 
Benefits are payable if disability occurs at any age of life. 

As of the end of the calendar year 1954, there were still in force 
407,500 policies of United States Government life insur ance, with 
total face value of $1,767 million. The assets of the fund now stand 
at about $1.37 billions, all invested in United States securities and 
policy loans, except for a small cash working balance. The liabilities 
for police’ y obligations,.determined in accordance with accepted actua- 
rial principles are approximately, $1.24 billion, leaving a balance of 
about $133 million for contingency reserve purposes. Dividends are 
being paid on all plans of insurance except term. The scale for 1955 
was increased slightly at the older attained age. 


NATIONAL SERVICE LIFE INSURANCE 


This program of insurance was established by the National Service 
Life Insurance Act of 1940, and made available upon application to 
all persons then in the armed services or entering the armed services, 
after that date. This system of insurance was available to servicemen 
and veterans until April 25, 1951. 

Over 22 million policies were issued under the program of which 
about 5.8 million remain in force for a total amount of approximately 
$39 billion of insurance. The lapses were, of course, the heaviest at 
demobilization after the close of World War II. This was followed 
by heavy reinstatements and lapses in the intervening years until 
the Korean war, when a large influx of new issues was recorded. 

The rates, values and optional settlemens for participating NSLI 
are based upon the American Experience Table of Mortality and 3 
percent interest. All regular NSLI issued prior to April 25, 1951, is 
participating and entitled to share in the gains and savings of this 
fund, as such may be determined by the Administrator of Veterans’ 
Affairs. 

The assets of this fund are increasing and now stand at about $5.5 
billion, all invested in United States Tre: asury notes and policy loans 
except for a small cash balance. Policy obligations, conservatively 
estimated on an actuarial basis total about $5 billion, of which slightly 
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over $3 billion is held to assure completion of monthly payments on 
deaths which have already occurred. The contingency reserve in this 
fund is approximately $540 million. 

Regular annual dividends are being paid on practically all classes 
of policies. The dividend scale for 1955 on term insurance was in- 
creased approximately 10 percent over that of 1954. The scale on 
permanent plans remains virtually unchanged. 


VETERANS SPECIAL TERM INSURANCE (RS) 


This system of insurance was established by the Servicemen’s In- 
demnity and Insurance Act of 1951, and becomes available to person- 
nel separated from service upon application made within 120 days 
from date of separation. 

The only plan of insurance written is a 5-year renewable noncon- 
vertible term. The premium rates are based on the Commissioners 

1941 Standard Ordinary Table of Mortality with 214 percent. These 
policies are by law nonparticipating, which means that they will not 
receive any dividends or otherwise share in any surplus that may 
accrue from operations. 

At the end of 1954, approximately 241,000 policies had en issued 
of which practically all remain in force for a total of over $2 billion 
of insurance. The new issues are currently approxim: itely 20,000 
policies a month with an aver: age size of $9,000 per policy. 

The assets of this fund are now about $6.1 million, all invested in 
United States securities except for a small cash balance. The policy 
obligations total $3 million, leaving a surplus for contingencies of 
over $3 million. The income in 19% 54 totaled $5.8 million, practic ally 
all from premiums except for a small amount from interest on the 
invested assets. The disbursements totaled approximately $1.4 mil- 
lion for death benefits and premium waiver. 


SERVICE-DISABLED VETERANS INSURANCE (RH) 


This system of insurance was also established by the Servicemen’s 
Indemnity and Insurance Act of 1951 and is available to veterans 
separated after April 25, 1951, who are suffering from a service-con- 
nected disability, but are otherwise insurable. The insurance must be 
applied for within 1 year after service connection of the disability is 
established by the Veterans’ Administration. 

All the regular NSLI plans of insurance, including 5-year term «re 
available. The premium rates are based on the Commissioners 1941 
Standard Ordinary Table of Mortality with 214 percent, and the 
insurance is nonparticipating. 

At the end of 1954, only 9,382 such polici ies had been issued of which 
9,016 were still in force for a total of $76 million of insurance. The 
number of issues is relatively very small, in the neighborhood of 500 
policies a month with an average size of about $9,000 per policy. 

The income in 1954 was a little over $650,000 while the disburse- 
ments were about $900,000. The experience to date indicates that this 
fund will not be self-supporting from a claims standpoint because it 
insures medically substandard lives. Its premium income will have 
to be augmented periodically by congressional appropriations. 

Mr. Asprnaut. Is it possible for a veteran to have both veterans’ 
special term insurance and service-disabled veterans’ insurance / 
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Mr. Beck. It would be possible, to a total of $10,000 only. 
Mr. Aspinatn. Just to the total of $10,000? 
Mr. Beck. Yes. 


DIVIDENDS 


[I have previously mentioned in a general manner the question of 
dividends. As of the end of the calendar year, approximately $385 
million had been paid out in dividends to policyholders of USGLI 
(from May 1919) and approximately $4 billion to policyholders of 
NSLI (from October 1940). 

The average annual premium per $1,000 of USGLI amounts to 
$24.46. 

The average annual dividend per $1,000 of USGLI amounts to 
$12.79. 

The average annual premium per $1,000 of NSLI amounts to 


The average annual dividend per $1,000 of NSLI amounts to $6.30. 

Approximately $9 million in termination dividends has been paid 
to USGLI policyholders or their beneficiaries. A termination divi- 
dend is simply a return to the withdrawing policyholder, or to his 
beneficiary in case of death, of his proportionate share of the con- 
tingency reserve. 

Termination dividends are paid only on permanent plans of insur- 
ance, and the dividend scale reflects as much as it is possible to do so 
the various factors of age, plan, duration, earnings previously with- 
held, and so forth. It is necessary to accumulate contingency reserves 
out of earnings to provide against unforseen and unexpected happen- 
ings (e. g. influenza epidemic World War I). 

Mr. Asprnati. If it is all right with you, I think that would be a 
good place in your presentation for the committee members to ask 
any questions that might come to their minds. 

Do you know of any other nation in the world that furnishes a pro- 
gram similar to that of the United States in this respect ? 

Mr. Breck. No, I do not, but I would not want to be quoted as an 
authority on the subject. 

Mr. AsprnaLu. We may be able to get that information later in the 
hearing. 

As a nation, we furnished no such service before the First World 
War; is that correct ? 

Mr. Beck. That is true, sir. 

Mr. Asprnaty. The chairman of this subcommittee, as I understand 
it, was one of the holders, or is one of the holders of one of the first 
policies that was ever issued. 

Mr. Beck. I trust, sir, you still have it. 

Mr. Asprvaut. I still have a part of it, and I am very glad that I 
was able to keep that part. 

Throughout the years has there been very much opposition expressed 
by the commercial companies to this program ? 

Mr. Breck. My association with the program directly, as I am now, 
extends for a period of only 3 years. During that period of time I 
have not been cognizant of any particular feeling. I think a study, 
however, of hearings that were held prior to that time, some of which 
perhaps may have helped to change legislation and so forth, would 
perhaps answer the question better than I. 
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Mr. Asprnatu. Now, the program has been change at least two dif- 
ferent times since its origin. In other words, the program that has 
been carried on for the Second World War veterans and now for the 
Korean war veterans is different. Why do we have that difference? 
Why have not we maintained a like : approach to the question of issuing 
insurance to those who served in the military service ‘ 

Mr. Breck. The National Service Life Insurance Act was incorpo- 
rated as title VI in the 2d revenue bill of 1940, which became the act 
of October 8, 1940, Public Law 801, 76th Congress. The new plan, 
prospective in effect, differed in material respects from the United 
States Government life insurance system. One purpose of the Na- 
tional Service Life Insurance Act was to keep intact the United States 
Government life insurance program for World War I veterans. Be- 
cause the fund had been built up by World War I veterans it was indi- 
cated that it was not felt that there should be any impairment of it. 
Congressional Record, volume 86, pages 12945 to 12970; 12916 to 
12925. 

The other programs that came are a part of Public Law 23, which 
discontinued the issuance of USG and NSL insurance to veterans, 
and provided indemnity as a substitute while in service with the op- 
portunity for this restricted type of insurance which was made avail- 
able to those who had had indemnity coverage. This law was de- 
signed to take the Government out of the insurance business. 

Mr. Asprnatu. At the present time, with the exception of the service- 
disabled veteran insurance program, all of these funds are sufficient 
to take care of their liabilities; is that correct 

Mr. Beck. In the service disabled 

Mr. Aspinati. With that exception ? 

Mr. Beck. With the exception of that, that is true. 

Mr. Asprnautu. There are many bills before this subcommittee. 

Is it the position of the Veterans’ Administration that many of these 
bills would tend to jeopardize these funds? Is that the reason for so 
much opposition as we have had from the Administration ¢ 

Mr. Beck. I think that you would probably have opposition from 
the Administration on anything which, in our opinion, would seem 
to jeopardize the fund, and I think that should be our position in fair- 
ness to the policyholders who are responsible for creating the funds 
and who have a share in them. 

Mr. Asprnauu. Of course, I wanted that point brought out, because 
many people throughout the land tend to be rather critical because the 
Veterans’ Administration presents opposition to amendments and to 
proposals that come in from Members of Congress, and it is not gen- 
erally recognized—it may be known—that here is a fund that must. 
be kept intact because of the contractual relations between the Govern- 
ment and the individual contracting parties, and if we in Congress 
or if you people should suggest that we in Congress should do some- 
thing that would violate these funds, then most certainly we would 
be subject to the most severe criticism, would we not ? 

Mr. Brox. I feel that way, because we are in effect the custodians 
and guardians of a trust fund. 

Now, I think the Congress has accepted that very definitely in leg- 
islation in the past by view of the fact that death from extra hazards 
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and other conditions—payments in a case of that kind—have been 
borne by the taxpayer and not by the people who have an interest in 
the trust fund. 

Mr. Asprnauu. I think that is all that I have at this time. 

Mr. Tracve of California. That last statement seems to answer a 
question that I had in mind, bearing in mind that I am a brandnew 
member on the committee. 

Judging from your premium rates and dividends paid, the program 
is operating most satisfactorily. Now, does the Government in effect. 
shall we say, subsidize the cost of the administration of the program ? 

Mr. Beck. It does. 

Mr. Tracur of California. That is why we are able to pay such a 
large dividend, almost half of the premium rate? 

Mr. Beck. That contributes to the reason. However, there is a 
greater reason than that, and that is due to the fact that the experience 
in this fund has been exceptionally favorable, and as a result surpluses 
that have been developing from that experience are responsible to a 
considerably greater extent than anything that might have been con- 
tributed to it by defraying the administr ative expense. 

Mr. Trace of California. I did not want that question to carry the 
implication that I object in any way to that being done. I think that 
it is perfectly proper, and is a part of our obligation, let us say, to pro- 
vide insurance coverage for the veterans, but ‘T wanted to get clear in 
my own mind that is the w ay it operated. 

Incidentally, on the subject of administration, I would like to say 
for myself, and I imagine that the other two members of the commit- 
tee who were in Philadelphia will agree, that I was very, very favor- 
ably impressed with the operation of the Philadelphia insurance office. 
We were up there 2 or 3 weeks ago and it seemed to me they are run- 
ning it on a very efficient basis. There are very high caliber people 
in that office. 

Mr. Asprnatt. May the Chair interrupt at this time to call atten- 
tion to the fact we have in the committeeroom the former chairman of 
this committee, Mrs. Rogers. 

Mrs. Rogers, this committee would be very glad if you have the 
time, to have you come up and sit with us. I refer to her as the 
“Sweetheart of the Veterans of the United States of America.” 

Mrs. Rocers. Thank you very much. You are always very kind. 
I have only come in to listen for a little while. I am very much inter- 
ested. I wish that something could be done so that the men who are 
older could convert without a physical examination. I think that is 
one of the great difficulties and hardships for the men who have car- 
ried that insurance, carried it at a higher premium and now want to 
convert. They may not be able to pass a physical when they are 
older. 

Mr. Becx. No physical examination is required for conversion. 

Mrs. Rogers. The endowment policy may not be issued while the 
veteran is totally disabled—that is a term policy may not be converted. 
I think that not many men get very much benefit from the insurance 
themselves. Their families do. If a man is not married he may not 
be particularly interested. It would go to some more distant relative. 

Mr. Asprnauy. The chairman understands what his colleague is 
talking about because he has a very close friend who has carried term 
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insurance since 1917 right on up to the present time, and he is rather 
critical of the heavy premiums he is paying at the present time. 

Mrs. Rogers. And he cannot convert without a physical examina- 
tion. 

Mr. Asprnaty. He cannot convert, that is all. 

Mr. Byrne. He cannot do that with any insurance. 

Mrs. Rogers. I think that the veterans ought to be different. 

Mr. Byrne. I think so too. 

Mr. Asprnatu. Thank you, Mrs. Rogers. 

Mrs. Rogers. If you pass that bill, ‘T will be very grateful to you. 

Mr. Byrne. Mr. Chairman, being a member of the committee— 
and this is my second term—I was associated with Mr. Beck. I 
visited the five insurance offices, and Mr. Beck is not only a friend 
of the committee, he is a friend of the veteran. In those visits any- 
thing that I ran across I suggested to the supervisor in the depart- 
ment and took Mr. Beck into counsel and he straightened the situation 
out, both to the satisfaction of the committee and to the satisfaction of 
the veterans whom I was interested in. 

Mr. Beck, I would like to ask you a similar question to one asked 
by Mrs. Rogers. 

For instance, we will take a man who has become 70 years of age 
und pays on a policy for over 25 years. Today, if you are past 40, 
they want to shoot you. This man has term insurance. What is he 
going todo? Is he going to lose it ? 

Mr. Becx. Well, that is a difficult situation, and there are approxi- 
mately 22,000 carriers of the term insurance, United States Govern- 
ment life insurance, and the average age of them makes the premium 
prohibitive to many of them. Many of them have even paid in in 
premiums over those long years an amount equal to the face value of 
the policy, yet each 5 years the premium increases. 

(Discussion off the record.) 

The CounseL. May I ask a question or two? 

Mr. AsprnaLL. You may. 

The Counsen. Mr. Beck, you testified about a certain amount in 
the trust fund from World War I and World War IT at approxi- 
mately $7 billion. What rate of interest do you get on that money 
from United States securities? 

Mr. Becx. The United States Government life insurance funds 
draw 314 percent and the national service life 3 percent. 

The Counsex. It has been suggested by the introduction of legis- 
Jation, both in this Congress and in previous Congresses, that this 
trust fund should be made available for housing loan guaranties, or 
direct loans. Would you care to comment on that proposal ? 

Mr. Beck. I believe that this fund must be kept fluid and liquid 
at all times. I think that it is our responsibility to assure the policy- 
holders of guaranteed earnings at a definite rate of interest; that 1s, 
equivalent to that rate that the policy provides for. I feel that it 
would be unwise and certainly would create many administrative 
problems in administering the fund if any change in the investments 
of the fund were made. I very much favor what we have now. 

The Counset. I would like to ask one question, too, about a point 
that Mr. Teague raised; namely, the administrative costs. Is it not 
true that in the nonparticipating term insurance available to veterans 
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of the Korean war, there is a loading factor in the CSO table with 
the 214 percent, that takes care in effect of administrative costs? 
Mr. Bec K. Is that true, Mr. Poissant / 


STATEMENT OF W. A. POISSANT, CHIEF ACTUARY OF THE DEPART- 
MENT OF INSURANCE, VETERANS’ ADMINISTRATION 


Mr. Potssanr. Yes; definitely. The Commissioners’ table is not 
realistic. It is not representative of current-day mortality, and as 
the result rates on term insurance for the Korean veterans are now 
roughly double what the participating World War II insurance boys 
have to pay at the young ages. 

Therefore, looking at it from that standpoint, over the experience 
rate necessary to pay claims, there is quite a sizable loading almost 
100 percent of the cl: aim total, for expenses. 

The Commissioners’ tables for two reasons is not representative of 
today’s mortality. It is derived from an experience from 1930 to 
1940 and does not reflect the improvement in the young ages that 
medical science has made in lowering the mortality at young ages as a 

result of the discovery of penicillin and the other antibiotics. Sec- 
ondly, that table was never designed for nonparticipating ratemaking. 
The table was designed for reserve purposes, so the exact basic experi- 
ence rates that were observed were loaded anywhere from 15 to 75 
percent, in order to introduce a margin of safety into the table. It is 
therefore a very inappropriate base “for nonparticipating rates at the 
present time. When we compound the two things, the failure to show 
the mortality improvement, plus the loading, we get a sizable margin 
in that table. 

The Counsg.. And the answer is, in brief, that there is ample load- 
ing in there to take care of the administrative costs ? 

Mr. Potssanr. Yes. As I say, the World War II veteran at the 
young ages pays annually about $1.50 a thousand for his partic ipating 
insurance, and the Korean veteran pays around $2.50 to $2.75 to $3, 
for the same kind of insurance. 

The CounseLt. Mr. Beck, you made reference to the amount of 
dividends. 

In the case of World War I veterans, the dividends on permanent 
policies, which are the only dividends paid in this group, have been 
nothing short of phenomenal. The terminal dividend which is bein 
paid tod: Ly, as I understand it, runs somewhere between $2,500 bee 
$3,500 on many policies; is that about right ¢ 

Mr. Breck. I presume it would run that high on some $10,000 
policies. 

The Counset. On a $10,000 policy ? 

Mr. Beck. Yes. 

The Counset. And is not one of the reasons for the dividend experi- 
ence we have had in World War I policies—and it would also be 
reflected in the World War II cases—the fact that the insurance is 





based on the American experience tables of mortality, which I believe 
goes back to the life experience between 1843 and 1858, is that not so ? 

Mr. Becx. The American experience tables of mortality are cer- 
tainly not realistic tables on which to determine premium rates as of 
today. 
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The Counse.. There is one other question which relates to the 
future. 

You will really need your crystal ball on this one. What about the 
experience of dividends for World War II veterans, say for the next 
25 years—is the dividend rate going to go up, remain constant, or go 
down ¢ 

Mr. Beck. Well, of course, the first answer to that is not an answer. 
It depends upon what experience will be over that period of time. It 
would be my belief that if the experience remains comparatively as it 
is now and there were not a lot of dropouts or something of that kind, 
there would be approximately a continuation of div idends at the 
present rate, and possibly they could increase somewhat. 

The Counsen. And if the experience, percentagewise, is comparable 
to the experience you have had in World War I, there would be no 
reason to believe that the insurance dividends would not increase ¢ 

Mr. Beck. That is true. 

The Counset. With that “if” in mind? 

Mr. Beck. Yes. 

The Counse.. Today when a World War II veteran receives a divi- 
dend if he elects to take in cash within about how many days after the 
anniversary date of the policy? 

Mr. Beck. How many days after the anniversary date / 

The CounseL. How many days after the anniversary date? 

Mr. Beck. I think at the present time we are getting most of the 
cash payments made in the month following the anniversary date. 

Mr. Asprnatu. Mr. Teague. 

Mr. Treacus of California. I happen to be a World War IT veteran 
with a national service life term policy. It does not seem fair to me, 
if I understand this correctly, that a Korean veteran should be paying 
twice as much for a comparable policy as I pay. Did I misunderstand 
that, or is that the situation at the present time ? 

Mr. Porssant. Yes; comparing the World War II net cost, the gross 
premiums less dividends. I would say up to around age 35 they pay 
double. After that they pay somewhat less than that. 

Mr. Tracur of California. Is that difference equalized in the divi- 
dend payments? 

Mr. Breck. The veterans’ special term insurance is not participat- 
ing. 

Mr. Tracur of California. That was my understanding, so it is 
correct that the Korean veteran is paying substantially twice as much 
as the World War II veteran would for comparable coverage ? 

The Counsex. No, Mr. Teague. It is on a different basis entirely. 
For example, in W orld War II, a man is going into the service and 
taking out a $10,000 term policy, paid somewhere between $6.50 and 
$7 per month for $10,000 insurance. The Korean veteran getting out 
of the service and taking the same sort of policy would pay in the 
neighborhood of $2 for $10,000, nonparticipating insurance. The 
Korean veteran will be in his forties before he reaches the aver: age 
premium paid by the World War IT veteran. 

Mr. Tracver of California. The distinction is a distinction in age? 

Take a man age 30, is it the same except for your 214-percent load- 
ing factor? 
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Mr. Brex. The actual premium that the Korean veteran pays is 
much less than the actual premium that the national service life 
insurance policyholder pays. The difference in cost to an extent 
is adjusted by the payment of dividends that accumulate as surplus 
in the national life insurance fund. 

Mr. Teacve of California. I do not understand this yet. I would 
like to get an answer, if possible. Let us go back to a statement 
I understood Mr. Poissant to say: that your rates for the Korean 
veterans are approximately twice what they are for the World War II 
veterans. They may have a difference in age at the time the policies 
were taken out. 

Mr. Poissant, you look like you would like to answer that. 

Mr. Potssany. Yes, sir. The average rate-book premium paid by 
a World War II veteran, we will say, is around $8.20 per $1,000 
at the young ages. 

Mr. Tracur of California. Let us talk, if we may, about the same 
ages. 

Mr. Porssanr. All right. At the young ages they pay on average 
of $8.20 gross. They will get a dividend of around $6.60. 

Mr. Teacue of California. Is this the Korean veteran ? 

Mr. Potssantr. This is the World War II veteran. 

Mr. Tracur of California. The Korean veterans do not get divi- 
dends? ; 

Mr. Potssanr. No; they do not get them. This is the World War 
II veterans. So with $8.20 minus $6.60, or whatever the dividend 
happens to be, that leaves a net cost of $1.50 or $1.60, depending on 
the age, per thousand of insurance. 

Now, the Korean veteran, because of a stipulated different rate 
basis, will now have to pay a premium initially of maybe $2.50 or 
$3, and he gets nothing back; so that the difference between what 
the Korean veteran pays, between $2.50 and $3, compares with a 
net for the World War IT veteran of $1.50, or roughly double for 
the same young ages. 

Mr. Treacusr of California. That was what I understood. Is there 
some other answer? Where do we go from there? Why are the 
Korean veterans paying twice what the World War IT veterans are 
paving for the same coverage, for the same age ? 

Mr. Beek. First, perhaps your question should be answered in this 
way: That was a matter determined by the Congress, which passed 
legislation on that basis. 

Mr. Tracur of California. Are the rates determined by Congress? 

Mr. Beck. Yes. 

The Counsen. The law provided for the Commissioners Standard 
Ordinary Table of Mortality, 1941. 

Mr. Beck. Yes. 

Mr. Teacur of California. I am just trying to get an understand- 
ing of this. I do not intend to blame the Veterans’ Administration, 
but it would appear on the surface to be an inequitable situation. 
Perhaps this committee ought to consider it. 

Mr. Aspinaun. The question which would come to my mind is this: 
Where are the benefits going to go, for the Korean war veterans who 
are paying this additional premium? Is it a question of age? Will 
they sometime reach an age level where they will then begin to receive 
en equity in their favor? 
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Mr. Beck. Not under the present law, because the rates are estab- 
lished. The contracts are established, and the law provides that the 
policy is nonparticipating. a 

Mr. AsprnaLu. The question is: Where does that additional money, 
if it is not necessary to meet the cost to be charged upon the trust 
fund, go? 

Mr. Breck. The law is silent on where it will go. It says there will 
be a revolving fund and it is not participating. ; 

As I indicated in the previous part of my statement, experience 
would indicate at the present time there is already a surplus of ap- 
proximately $3 million which has accumulated in that fund. That 
is unquestionably a matter which the Congress is going to have to 
determine at some time—who the money belongs to, what it should 
be used for, and where it should go. 

Mr. Asprnauu. The next question is: Do you advise a study by some 
committee of Congress at this time to determine if these equities can 
be cared for at this time rather than waiting until a later date when 
some of the Korean war veterans will be in no position to receive 
those benefits 4 

Mr. Beck. [t would seem to me if remedial action is to be taken 
that the sooner it is taken the smaller the problem will be. 

The Counsen, Liv. Chairman, may I give one word of background? 

Mr. Asprnauu.. Surely, Mr. Patterson. 

The Counse.. The law which provides the nonparticipating insur- 
ance for Korean veterans is a part of Public Law 23. As passed by 
the House, it did not provide any postservice insurance whatsoever. 
The bill provided that the man would be indemnified to the amount 
of $10,000 if he lost his life in the service under servicemen’s indemnity. 
There was nothing in the form of insurance for him if he survived 
and was discharged as a veteran. 

When the bill reached the Senate, the Senate Finance Committee 
insisted on some sort of postservice insurance. Because of that insist- 
ence, the House went along on that basis and the insurance for the 
Korean group now was worked out in conference on the basis of the 
CSO table, with the thought that the rate which the Korean veteran 
pays is roughly comparable to what the World War II veteran pays 
when the dividend experience is subtracted therefrom. 

As the actuary has already indicated the experience here has been 
even more favorable than the Congress had reason to believe it would 
be in 1951, when Public Law 23 was enacted. 

Mr. TrAcur of California. Are you saying, then, that in effect when 
this rate structure was established in the legislation it was not intended 
to continue with postwar insurance, and that rate structure was prob- 
ably entirely correct, based upon the higher mortality during combat; 
however, when they tacked on the postservice coverage the result was 
the fact that there was more coverage for a longer period of time, 
really at wartime rates. 

The Counset. The position of this committee, which reported the 
bill, and the position of the House, was that there would be no more 
insurance for veterans other than the policies which were already in 
effect. The Senate disagreed with that and said there should be a 
postservice insurance system. Then the conferees decided on the Com- 
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missioners Standard Ordinary Table of Mortality, 1941, as being prob- 
ably the most recent table which could be obtained at that time which 
was workable. 

Mr. Aspinaui. Will you proceed, Mr. Beck? 

Mr. Beck. While the number of policies in force has remained rela- 
tively stable during the past 7 years, the total number of personnel 
required for direct insurance operations has been considerably reduced. 
The reduction in personnel has been due primarily to improvement 
in operating procedures, modernization of existing systems and con- 
solidation of 13 district offices into 3. Mechanization of certain 
accounting processes, some phases of which are already in operation 
while others are being tested, promise still further economies in this 
direction. 

While I do not desire to burden you with statistics, the following 
figures are presented for your information as to progress made in 
retrenchment of personnel. 


End of calendar year aeee co 
1948 - -~------- -- -- wee 5, 967, 861 | 17, 330 
1949 ‘ von 6, 117, 680 16, 027 
1950 ; . : . 6, 986, 135 | 14, 333 
1951_--- . ~---------+-------- ---- - 7, 564, 544 11, 146 
1952 --- ~---------------- - - - : 7, 373, 162 9, 635 
1953.....-------- ~+---+--------------- . -o-=s- . 6, 696, 532 9, 199 
1964... ... ---- ---- --- - -~----- -- soc csnn wn 6, 482, 649 7, 659 


As I stated above, consolidation of offices has provided one method 
of effecting personnel reductions. The most recent consolidation of 
district offices was that of April 1, 1954, at which time the Atlanta 
District Office was consolidated with Philadelphia and the Dallas 
District Office with the one located at Denver. 

The figures on the Atlanta to Philadelphia move are: 

Number of Insurance personnel on rolls of Philadelphia District 

Office on March 31 (end of month preceding first consolidating 

move) oe elite Ruccoen epi tiaia eee teihaaaaall citialioent Jarier 2, 957 
Number of Insurance personnel on rolls of Atlanta District Office 


on March Si....0s in hs eet te nc ain ecient a pln ges ivi 7 427 
Total ee erat it ous ssc nhcaaicasil Paget iaehbiceadasdtmaaiateeatuaibinaieats 3, 384 
Number of policies at Philadelphia on March 31 eee ape ces ester eve eceuniie * ey 
Number of policies at Atlanta on March 31_-_---_--~-- bes ae 307. 659 
Number of policies at consolidated Philadelphia District Office on 
IN 0 ENN are Tiencties npathti canbe anise mice mame . 2, 803, 727 


Number of Insurance personnel on rolls, Philadelphia District Office 
on May 1, 1954___-_- icici alent elated tnsieteer thon tilled odie ghosts 3, 050 
Personnel difference, 334 less than the 2 offices prior to consoli- 

dation. Reduction of 126 employees can be directly attributed to 

consolidation. 

It was originally estimated that the annual savings to be accom- 
plished by the Atlanta consolidation would amount to $632,343, predi- 
cated upon savings of $533,493 in personal services, $6,350 in com- 
munication services, and $92,500 in utility services and rents. Expe- 
rience has demonstrated the actual annual savings to be $659,843, with 
the difference of $27,500 due to utilization of more of the vacated 
space in Atlanta than was anticipated. 
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The figures on the Dallas to Denver move are: 


Number of Insurance AMES on rolls of Denver District Office 


on March 31, 1954__---- ; 1, 225 
Number of Insurance personnel on rolls of Dallas District Office on 
IN bc ei ceteris Site 420 
Rie patent ae 1, 645 
Number of policies at Denver - District Office on Marc h 31, 1954- S60, 029 
Number of policies at Dallas District Office on March 51, 1954___- 293, 201 
Number of iaseaib at consolidated Denver District Office on May 1, 
1904 w.c0~ oe 1, 134, 027 
Number of Insurs ance p ersonnel at consolid: ited De nver District Office 
Ot FOG as Se ie ik ed cde tke ae ees ek aa 1, 408 


Personnel difference, 237 less. Ralsstion of 115 enna directly 
attributed to consolidation. 

It was originally estimated that the annual savings to be accom- 
plished by the Dallas consolidation would amount to $555,109, predi- 
cated upon savings of $491,109 in personal services, $5,000 in com- 
munication services, and $59,000 in rents and utility services. 
Experience has demonstrated that our dollar estimate, was completely 
accurate. 

The one-time cost of both consolidations was estimated at $1,016,- 
247, comprised of costs of $455,901 at Dallas and $560,346 at Atlanta. 
The actual cost. was $832,765, or $192,482 less than estimated. This 
was principally due to having received a bid for moving records and 
equipment considerably below regular tariff rates which were used 
in our estimate. 

Progress has been made over the past few years in the development 
of new systems and in the conversion of manual to mechanized meth- 
ods of operations. Typical of our progress in this direction are the 
following examples: 

Among the nonmachine systems is the packet billing, which consists 
of mailing 12 premium envelopes at one time each year rather than 
| each month to those who pay on a monthly basis. 

A system was devised for annually sending those insureds, making 
monthly premium payments, a pac ‘ket of 12 premium-notice e nvelopes 
instead of sending a premium notice to the insured each month. This 
has resulted in annual savings of about $600,000. 

Mr. Aspinauu. May the Chair interrupt to ask one question? Since 
the committee’s visit to Philadelphia I have had two veterans, who 
are centinuing their insurance, express a great deal of pleasure with 
the packet billing, but they suggest there should be a 13th envelope 
in the packet, so that if they should ha ippen to misplace or lose one 
they would not be up against the trouble of addressing a new envelope 
or getting mixed up as to where they should send their premiums. 
Do 5 you have anything to say about that? 

Mr. Beck. Ihave never heard that suggestion made before. I do 
not think at this time I have anything to say about it. 

Mr. Tracue of California. Mr. Chairman, you might say: Why 
not 14 or 15% 

Mr. Asprnauu. I do not have any answer myself. 

Go ahead, Mr. Beck. 

Mr. Beck. The practice of sending receipts for premium payments 
was discontinued, except in those instances in which an insured re- 
quests that receipts be furnished. Savings resulting from this change 
approximate $1 million annually. 
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Simplified procedures were developed to provide for the automatic 
renewal of term contracts. The new procedures eliminated the re- 
quirement of an application or the prior receipt of a renewal premium. 
This simplified procedure has resulted in savings of approximately 
$645,000 annually. 

A new procedure is being tested in our district offices which will 
reduce materially operating steps and time required to process appli- 
cations for new insurance—that is the postservice insurance issued 
now. One of the features of the test is the use of an addressograph 
plate to imprint the basic records involved. It is anticipated that 
savings approximating $100,000 per year will be realized from this 
improvement. 

Initially, dividend credit and deposit records were kept manually. 
A system using a punched-card record was developed and placed into 
effect. Improved procedures were developed which provide for the 
mechanical creation of documents for use in subsequent dividend 
transactions, for mechanically preparimg statements and voucher 
listings, and for obtaining tetals mechanically, for balancing pur- 
poses. Annual savings estimated at approximately $400,000 resulted 
from the conversion of this activity. 

Procedures are being developed to establish a system of premium 
billing using punched-card records. In addition to using the punched- 
‘ard records for billing purposes, they will be used for initiating divi- 
dend authorization actions, and initiating the documents required in 
renewal actions. This test will be started no later than August 1, 
1955. 

A method using a punched-card technique has been devised to pro- 
vide for mechanical calculation of NSLI dividends. The punched- 
card technique is being used by all offices, and in addition to cal- 
culating the dividends, is used for subsequent operations. Annual 
savings will be at least $200,000. 

A test is now in process at one of our district offices which places 
NSLI loan accounting records on punched cards. With the use of a 
punch-card record, the posting operation and calculation of annual 
interest can be done mechanically. We intend to explore the pos- 
sibility of issuing punched cards as annual interest notices and also, 
to extend the use of punched cards for lien accounts. 

Test procedures have been developed using punched-card techniques 
for insurance premium collection and accounting operations. <A test 
is now in process and provides for the use of punched cards for main- 
taining records of premiums paid, insurance status, lapse control, and 
eweneral ledger accounting. Eventually, we will extend the test to 
compiling data for actuarial evaluation records and other applicable 
operations. 

I hope that my brief talk sketching the operations of the Depart- 
ment of Insurance has furnished you with the background material 
that you requested. 

There have been prepared sufficient numbers of this statement for 
all members of the entire committee, if you wish to have them. Also, 
I believe the members of the committee might be interested in a copy 
of our annual statement of funds of various programs. 

Mr. Asprnaut. Will you leave those with the staff. The report may 
appear at this point in the record. 

Mr. Beck. They will be left with Mr. Patterson. 
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(The report is as follows :) 


ANNUAL REPORTS AND STATEMENTS FOR THE CALENDAR YEAR 1954, UNITED STATES 
GOVERNMENT LIFE INSURANCE AND NATIONAL SERVICE LIFE INSURANCE 


(Veterans’ Administration, Department of Insurance, Washington, D. C.) 


FOREWORD 


The United States Government, through the Veterans’ Administration as the 
administering agency, operates two life insurance programs for veterans and 
servicemen. The insurance program which had its origin in World War I is known 
as United States Government life insurance (USGLI), and the program which 
had its inception in 1940 is called national service life insurance (NSLI). 

All regular NSLI issued prior to April 1951, is participating and entitled to 
share in the gains and savings of this fund, as such may be determined by the 
Administrator of Veterans’ Affairs. All NSLI issued after April 1951, is non- 
participating, except for certain replacement rights granted to policyholders 
who surrendered their participating insurance while in service. All USGLI is 
participating. 

According to law these two programs are segregated and administered sepa- 
rately in all particulars. There exist in the United States Treasury a participat- 
ing NSLI trust fund, two nonparticipating NSLE revolving funds and a participat- 
ing USGLI trust fund. All premiums paid, all interest earned and all other 
income are segregated and deposited to the appropriate fund, which is adminis- 
tered solely for the benefit of policyholders and beneficiaries covered under its 
program. For dividend determination and for all other purposes the experience 
of each of these funds is segregated, and in all respects they are operated as if 
they were separate life insurance organizations. All expenses incident to the 
administration of these funds are borne by the United States Government; in 
addition, certain claim losses in the participating funds are by law chargeable to 
the Government. 

Veterans separated from military service after April 1951, may apply within 
120 days after separation for nonparticipating insurance on the 5-year renewable 
nonconvertible term plan only. This insurance is known as veterans special term 
insurance. Those separated with a service-connected disability may apply for 
permanent plans in addition to term within 1 year after service-connection is 
established. This insurance is known as service-disabled veterans insurance. 

The maximum amount of all Government insurance on one life is $10,000 

The rates, values and optional settlements for participating NSLI are based on 
the American experience table of mortality and 3 percent interest. The rates 
and values for the nonparticipating NSLI described above are based on the com- 
missioners 1941 standard ordinary table of mortality with 2% percent interest, 
while the optional settlements are based on the annuity table for 1949 with the 
same rate of interest. The rates, values and optional settlements for USGLI 
are based on the American experience table of mortality and 314 percent interest. 

In the following pages are statistics relating to the insurance in force, the in- 
come and disbursements and the assets and liabilities of each of these funds. 


BRIEF HISTORY AND SUMMARY OF OPERATIONS 


United States Government Life Insurance 


This fund was established in 1919 to hhndle the insurance converted from the 
war risk term insurance of World War I. A total of approximately 1,150,000 
of these converted policies was issued of which 407,500 policies for a total of 
$1,767 million remain in force. Since this fund was closed to new issues in 
April 1951 the insurance in force is decreasing at an accelerating pace, now in 
the neighborhood of 4 percent per year. 

The assets of the fund are similarly decreasing and now stand at about $1.37 
billions, all invested in United States securities and policy loans except for a 
small cash working balance. The liabilities for policy obligations, determined in 
accordance with accepted actuarial principles, are approximately $1.24 billions, 
leaving a balance of about $133 millions for contingency reserve purposes. 

The fund is now sustained by a gross annua! income of $82 millions, of which 
$32 millions comes from premiums, $48 millions from interest on the invested 
assets, and the balance from miscellaneous sources. The total disbursements in 
1954 were $90 millions, consisting principally of $39 millions for death and disa- 
bility claims, $19 millions for endowment maturities, $26 millions for dividends, 
and $5 millions for cash surrender values, 





962 AMENDING INSURANCE AND INDEMNITY LAWS 


Dividends are being paid on all plans of insurance except term. The scale for 
1955 was increased slightly at the older attained ages. 

National Service Life Insurance (participating ) 

This fund was established in 1940 to handle the insurance program of World 
War II. Considerations of equity made it desirable to segregate the insurance 
operations of this new group of policyholders from the earlier group of World 
War I. Over 22 million policies were issued under this program of which about 
5.8 million remain in force for a total amount of approximately $39 billions of 
insurance. The lapses were, of course, the heaviest at demobilization after the 
close of World War II. This was followed by heavy reinstatements and lapses in 
the intervening years until the Korean war when a large influx of new issues was 
recorded. In April 1951, the fund was closed to new issues and only reinstate- 
ments now add to the in-force totals. 

The assets of this fund are increasing and now stand at just about $5.5 
billions, all invested in United States Treasury notes and policy loans except 
for a small cash balance. Policy obligations conservatively evaluated on an 
actuarial basis total about $5 billions, leaving a balance of $540 millions for con- 
tingency reserves, a type of reserve which is, of course, required in the manage- 
ment of any insurance operation, whether Government or commercials. 

The fund’s total income in 1954 was about $690 millions, the principal items 
of which were $425 millions for premiums and $160 millions for interest on the 
invested assets. The disbursements were about $660 millions, the principal items 
being $390 millions for current and past death claims payable in installments, and 
$200 millions for dividends. At the present time the monthly installment payment 
on death claims, most of which occurred during the war years, totals about $2 
millions. A reserve of over $3 billions is being held to assure the completion of 
these payments. 

Regular annual dividends are being paid on practically all classes of policies. 
The dividend scale for 1955 on term insurance was increased approximately 10 
percent over that for 1954. The scale on permanent plans remains virtually 
unchanged. 


National service life insurance (nonparticipating) 


Veterans special term insurance.—This insurance is available without medical 
examination to veterans separated from service after April 1951. It must be 
applied for within 120 days after separation. The only plan of insurance written 
is 5-year renewable nonconvertible term. The premium rates are based on the 
commissioners 1941 standard ordinary table of mortality with 24 percent. 
These policies are by law nonparticipating which means that they will not receive 
any dividends or otherwise share in any surplus that may accrue from operations. 

As of the end of 1954 approximately 241,000 policies had been issued of which 
practically all remain in force for a total of over $2 billion of insurance. The 
new issues are currently in the neighborhood of 20,000 policies a month with an 
average size of $9,000 per policy. While no exact figures are available, it is 
estimated that between 20 percent and 25 percent of the service separations who 
have no other Government insurance apply for this insurance. 

The assets of this fund are now about $6.1 million, all invested in United States 
securities except for a small cash balance. The policy obligations total $3 mil- 
lion, leaving a surplus for contingencies of over $3 million. 

The income in 1954 totaled $5.8 million, practically all from premiums except 
for a small amount from interest on the invested assets. The disbursements 
totaled approximately $1.4 million for death benefits and premium waivers. 

Service-disabled veterans insurance.—This insurance is available without med- 
ical examination to veterans separated after April 1951 who are suffering from 
a service-connected disability but who are otherwise insurable. The insurance 
must be applied for within 1 year after service connection of the disability is 
established by the Veterans’ Administration. All the regular national service 
life insurance plans of insurance, including 5-year term, are available. The 
premium rates are based on the commissioners 1941 standard ordinary table of 
mortality with 24% percent and are nonparticipating. 

As of the end of 1954 only 9,382 such policies had been issued of which 9,016 
were still in force for a total of $76 million of insurance. The issues are rela- 
tively very small, in the neighborhood of 500 policies a month with an average 
size of about $9,000 per policy. 

The income in 1954 was a little over $650,000 while the disbursements were 
about $900,000. 











a claims standpoint because it insures medically substandard lives. 
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Statement of inforce, issues and claims for 1954 
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The experience to date indicates that the fund will not be self-supporting from 


Its premium 
income will have to be augmented periodically by congressional appropriations. 


: PARTICIPATING 
} National service life U. 8. Government life 
ie insurance insurance 
: Number Amount of Number Amount of 
: of policies insurance of policies 
! In force end of 1954 5, 821, 480 | $38, om 052, 575 407, 500 , 767, 591, 605 
j Insurance issued or revived in 1954 58, 418 460, 370, 000 82 503, 730 
| Total face amount of claims awarded to end of 1954 657, 666 4, 784, 830, 614 138, 261 754, 470, 837 
H NONPARTICIPATING NATIONAL SERVICE LIFE INSURANCE 
: 
4 Veterans special term Service-disabled veterans 
; insurance insurance 
Number Amount of Number| Amount of 
of policies insurance of policies 
In force end of 1954__- 231,149 | $2,051, 711, 000 9, 016 $76, 147, 000 
Insurance issued or revived in 1954 168, 772 1, 512, 795, 500 6, 459 55, 794, 000 
Total face amount of claims awarded to end of 1954 312 2,711, 310 166 , 499 
Ui . Governme nt life insurance 


Calendar year 


1954 
INCOME } 
Premiums- $32, 377, 633 
These are the premiums waived or received from policyholders for 
insurance and disability income benefits. 
Dividends deposited to accumulate at interest 1, 160, 950 


These dividends were deposited to accumulate at interest. 


Interest 47, 714, 986 
This is the interest received on investments in U. S, Treasury 
Certificates of Indebtedness on policy loans and on premiums paid 
in arrears. 
Reimbursement from the U. 8. Government 1, 054, 991 
This is the contribution of the U. 8. Government for death and 
disability claims due to the extrahazard of military or naval service, 
| and for other obligations. 
Total income 82, 308, 560 


DISBURSEMENTS 
Death benefits - 28, 605, 423 
These are the actual cash payments m: ade to beneficiaries. Where 
benefits are paid in installments, only the installments paid and not 
the full face amount of claims incurred are included. 
Total and permanent disability benefits 10, 
These are the actual cash payments made to insureds under the 
total and permanent disability provisions of the policy. 
Matured endowments 18, 68 
Where the proceeds at maturity are paid in installments, only the 
actual installments paid are included and not the full face amount. 
Total disability income benefits --_ 918, 155 
These disability benefits are premiums waived and monthly ir 
come payments made under the provisions of the total disab lity 
income riders. 


415, 402 


7, 954 


Cash surrenders. 5, 196, 013 
These are cash surrender values paid on contracts surrendered 

Dividends to policyholders 25, 646, 079 
This is the amount of dividends paid. 

Dividends on deposit withdrawn 661, 377 


These are the dividends (with interest), previously left on 
withdrawn. 
Interest credited on dividend accumulations 233, 431 
This is the interest added on dividends left to accumulate 


Total disbursements . 90, 363, 834 








w~ 


Cumulative 
totals from 
origin May 1919 
to end of 1954 


723, 904, 165 


12, 443, 652 


0, 996 


448 


31, 331 


470 


420 


, 436 


7, 685 


3, 633 
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United States Government life insurance 


STATEMENT OF ASSETS AS OF DEC. 31, 1954 


U. S. Treasury certificates of indebtedness- 
These are U. S. Treasury certificates of “inde btedness 
issued to the USGLI fund. 
Pea ee... eee oe 
These are loans made to policyholders < on the ‘security 
of their policies. 
CEE eee nee eee collide eas Z 
This is the amount maintained as a working cash balance. 
I I tk a Si octane 
This is the interest earned and accrued, but not yet due 
and payable, on investments to the end of the year. 
CRIN NG ee i 
This includes amounts due from U. S. Government on 
extra hazard claims and other miscellaneous assets. 


OI nn ee ceased, ae 


STATEMENT OF LIABILITIES AS OF DEC. 31, 1954 


I ii, Sie inks eB cccheees sion lanai gb 
This amount together with future premiums and reserve 
interest is considered necessary to assure the payment of all 
future policy benefits. It is determined in accordance with 
accepted actuarial principles. 
Reserve for future installments on matured contracts_______-_- 
This is the amount set aside to provide for the payment 
of future installments to beneficiaries on proceeds payable 
to them in monthly installments. 
IR II tne a A a a rests as mine abner 
This is the reserve for the total disability income benefit 
(sec. 311). 
Policy claims currently outstanding Sitigceciaecdinclc So a 
These are claims in process of settlement, and estimated 
claims that have occurred but have not yet been reported. 
RTD Te shinier tie eee iennbe 
This is the amount set aside for the payment of dividends 
in 1955, including all dividends due and unpaid. 
Reserve for dividends deposited with interest_ 
This is the amount of dividends (with inter est) or r deposit 
in the USGLI fund. 
Reserve for premiums paid beyond Dec. 31_-__-.______-_____- 
This is the present value of premiums paid bey ond Dec. 31. 


Meperve Bar CONG cen eh meee 
This amount is an additional safety fund to provide for 
unexpected contingencies which, because of the nature, 


cannot be provided for in the regular reserves. It is com- 
mon practice among all insurance compaines to maintain 
this type of reserve. 


Total liabilities ___.____- : 


LAWS 


$1, 215, 500, 000 


126, 206, 256 


811, 608 
25, 151, 511 


126, 170 


1, 368, 095, 545 


$985, 301, 916 


12, 023, 444 


5, 757, 964 


26, 059, 620 


7, 305, 134 


5, 199, 284 
133, 692, 760 


1, 368, 095, 545 
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Participating national service life insurance—NSLI trust fund 


Cumulative 
totals from 
origin, October 
1940 to end of 
1954 


Calendar year 
1954 


INCOME 
Premiums _- : $426, 901, 754 $6, 597, 3: 
These are the premiums waived or received from policyholders for 
insurance and disability income benefits. 
Interest - _. _- 159, 168, 942 
This is the interest received on investments in U. Treasury 
notes, on policy loans and on premiums paid in arrears. 
Reimbursement from the U. S. Government _ 49, 082, 119 
This is the contribution of the U. 8S. Government for death and 
disability hazard of military or naval service, for gratuitous insur- 
ance, and for other obligations. 
Dividends left on credit or deposit 55, 735, 763 
These dividends were credited to insureds or were deposited t 
accumulate at interest. 


Total income eis Seis phason asa ‘ 600, 978, 578! 12, 959, 


DISBURSEMENTS 
Death benefits 391, 404, 716 3, 380, 
These are the actual cash pe ay ments made to beneficiaries. Where 
benefits are paid in installments, only the installments paid and not 
the full face amount of claims incurred are included. 
Matured endowments. - _. 43, 973 
Where the proceeds at maturity are paid in installments, only the 
actual installments paid are included and not the full face amount. 
Disability benefits 9, 145, 536 
These disability benefits are premiums waived and monthly in- 
come payments made. 
Cash surrenders , 014, 153 
These are cash surrender values paid on contracts surrendered. 
Dividends to policyholders : ; 200, 235, 966 
This is the amount of dividends pe aid. } 
Dividend credits and deposits withdrawn 38, 518, 061 
These are the dividends that were previously credited or left on 
deposit and later withdrawn. | 
Interest paid or credited on dividend accumulations 2, 183, 670 | 
This is almost entirely the interest added on dividend credits an 
deposits. 


Total disbursements_-.._____-- “A ; ; 657, 546, 075 


Participating national service life inswrance—NSLI trust fund 


STATEMENT OF ASSETS AS OF DEC. 31, 1954 


U. &. Zreamiry notes........... be - $5, 242, 479, 000 


These are U. 8S. Treasury “notes issued to the NS L I fund. 
Policy loans— . : 
These are loans made to polic -yholders ¢ on the sec urity « 
their policies. 
; 8, 947, 230 
This is the amount maintained as a working < ‘ash balance. 
Accrued interest _—_- 81, 863, 893 
This is the interest on investments which has been earned 
and has accrued to the end of the year. It is not yet due and 
payable. 
Due from U. S. Government 60, 361, 258 
This is the amount due but not yet collected from the U. S. 
Governmeut on extra hazard claims and other miscellaneous 
assets. 


Total assets . §, 499, 164, 120 
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Participating national service life insurance—NSLI trust fund—Continued 


STATEMENT OF LIABILITIES AS OF DEC, 31, 1954 


Reserve for future installments on matured contracts___ $3, 


This is the amount set aside to provide for the payment of 
future installments to beneficiaries on proceeds payable to 
them in monthly installments. 


147, 303, 644 


320, 380, 381 


85, 645, 368 
4, 250, 050 


13, 205, 461 


245, 205, 194 


1 
ais 
n 


85, 110, 160 


548, 905, 927 


Policy reseryes_____- asec te ecient i. 
This amount together with future premiums and reserve 
interest is considered necessary to assure the payment of all 
future policy benefits. It is determined in accordance with 
accepted actuarial principles. 
Premium waiver disability reserves____—- a Es 
These are the reserves for the pret mium waiver » bene fits. 
Total disability income reserves ch 
These are the reserves for the disability j income benefits. 
Policy claims currently outstanding______________-____ ee 
These are claims in process of settlement, and estimated 
claims that have occurred but have not yet been reported. 
meserve for dividends Geclarea.... eee cee- 
This is the amount set aside for the pay ment of div idends 
in 1955 ineluding all dividends due and unpaid. 
Reserve for dividends left on credit or deposit-_.....---.-____ 
This is the amount of dividends (with interest) left as a 
credit or on deposit. 
Reserve for premiums paid beyond Dec. 31_ aa a 
This is the present value of premiums paid beyond Dec. 31. 
Reserve for contingencies_____- ieoliaicsaienmacestotes 
This amount is an additional | sa ifety fund to provide for 
unexpected eontingencies which, because of their nature, 
cannot be provided for in the regular reserves. It is com- 
mon practice among all insurance companies to maintain 
this type of reserve. 
* 
Total liabilities__._____ ; a re 


Nonparticipating national service life insurance—Veterans spec 
{ l 


insurance fund 


Calendar year 


1954 
INCOME 
Congressional appropriation 
This is an initial advance to the fund 
Premiums $5, 815, 355 
These are the premiums waived or received from policyholders. 
Interest “5 29, 195 
This is the interest received on investments in U. S. Treasury cer- 
tificates of indebtedness. 
otal income 5, 844, 550 
DISBURSEMENTS 
Death benefits | 1, 430, 720 
lhese are the actual cash payments made to beneficiaries. Where | 
benefits are paid in installments, only the installments paid and not 
the full face amount of claims incurred are included. 
Disabilitv benefits 2 391 
lhese are premiums waived 
Total disbursements 1, 433, 111 


499, 164, 120 


ial term 


Cumulative 
totals from 
origin, April 
1951 to end of 
1954 


$250, 000 


7, 949, 156 


no 
Ss 

2 
~7 


3, 203 


2, 125, 440 
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U. S. Treasury certificates__ ~~~ 
These are United States certific 
this fund. 
oT a ete ; 
This is the amount maintained 
Accrued interest 


ASSETS AS OF 
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Nonparticipating national service life insurance—Veterans’ special term 


mice fund 


DEC. 31, 1954 


/ 


Of 


$5, 725, 000 


‘ates of indebtedness issued to 


<ing cash balance. 


as a wor! 


4 


This is the interest on investments which has been earned and 


has accrued to the end of the vear 


Total 


assets 


STATEMENT OF LIABI 
Policy reserves 
This is the reserve on the term 
the year. 
Premium waiver disability 


reserves 


These are the reserves for the premium wai 
Reserve for future installments on matured contrac 


This is the amount aside 
future installments to bene 
in monthly installments. 

Reserve for premiums paid beyond D 

This is the value of premiums } 

Policy claims currently outstandin 

These are claims in process of s 


sel 


that have occurred but have not y 


Unassigned funds (surplus) 


. It is not vet due and payable. 


6, 146, 


381, 051 


», 301 


ero 
ova 


et been reported. 


3, O70, 


These are funds in excess of reserves specifically required 


Total liabilities 


Nonparticipating national service life insurance 


6, 146 


Service -disable d 


LITIES AS OF DEC »1, 1954 
381, 999 
contracts in force at the end of 
2(0, 263 
er benefits 
ts SOS. STB 
to provide for the payment of 
ciaries on proceeds payable to them 
ec. 51 1. 3878, 436 
mid bevond Dee. 31. 
£38, OOO 
ettlement, and estimated clainis 


ON] 


)~*) 
»ouve 


veterans 


insurance fund 
Cumulative 
Calendar vear totals from 
1954 origin, April 
1951 to end of 
1954 
INCOME 
Congressional appropriation $1. 250. OO 
These are advances to th« 
Premiums $63, 460 970, 259 
These are the premiu ior ree 1 from policyholder 
Interest 4s 
This is the interest or eriuens in id on policy loan 
Total income 663, 501 2 22%) 
YISHURSEME 
Death benefits 625. 520 1. 069. 364 
These are the actual h payment eficiaries. W) 
benefits are paid in inst .llment ty ist nents paid and not 
the full face amount of claims incurred ided 
Disability benefits “i. S48 438. OR) 
These are premiums waived 
Cash surrender 2 508 2 5OS 
These are cash surrender values paid on cont Ss surrende 
Total disbursement RO4, RTE 1, 509, 955 
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Nonparticipating national service life insurance—service-disabled veterans 
insurance fund 


STATEMENT OF ASSETS AS OF DEC. 31, 1954 


7 


A catia inc Na $700, 256 
This is the unexpended cash balance. 
Se EL BR Rae ERR ea eee 10, 096 
These are loans made to policyholders on the security of their 
policies. 


RE een ee. ee, eee oy 202 
This is the interest on policy loans which has been earned and 
accrued to the end of the year. It is not yet due and payable. 
RUN no te ee ee Se 710, 554 


STATEMENT OF LIABILITIES AS OF DEC, 31, 1954 


It is not feasible to prepare a conventional valuation of liabilities under this 
fund for the following reasons: 

1. By Treasury regulation the assets of this fund other than policy loans are 
not invested to earn interest. Since the premiums are calculated on the as- 
sumption of 244 percent interest, the interest will have to be provided by annual 
appropriation. 

2. This insurance is written on medically substandard lives since the insured 
must have a service-connected disability to qualify. The premiums are thus quite 
inadequate, and a conventional reserve valuation with inadequate premiums and 
no interest would produce results subject to misinterpretation and with little 
practical value. 

The current experience in this fund indicates a mortality rate of about four 
times the rate in the Commissioners 1941 Standard Ordinary Table of Mortality, 
the table specified in the law for premium calculations. On the basis of this 
actual experience, the current loss for mortality and premium waiver would be 
in the neighborhood of $10 to $15 per year per $1,000 of insurance in force. 


Mr. Asprnauu. I am sure the members of the committee will be glad 
to receive them. 

At this time the Chair wishes to again state that our visit to Phila- 
delphia made it possible for us to understand more readily and more 
thoroughly, I am sure, this last part of your presentation, than we 
otherwise would have done. We enjoyed every minute of our time up 
there. 

At this time I should like to thank Mr. Patterson for arranging that 
meeting and trip ahead-of these hearings, because it was very in- 
structive. 

Does any member of the committee wish to ask any questions ? 

Mr. Byrne. Mr. Chairman, being a Phil: adelphian, I might say that 
Harry Crosson is one of the best supervisors in any of the offices. 
That is not just because he is in Philadelphia, but because of the way 
he operates. Everything is operated in a businesslike manner. 

They call that a civil service job, but those people up there, you will 
agree with me, are “eager beavers.” 

I might say at this time that when this committee goes out to the 
other offices I am going to make a suggestion to you, Mr. Chairman, 
that we take along with us Gordon Beck, because without Gordon 
Beck on our last visit we would have been lost. 

Mr. Asprnatu. The Chair would be glad to abide by that sugges- 
tion, and wishes to join with the gentlem: an from Pennsylvania in what 
he has said about that office. I have never seen an assembly line of 
office work that interested me more and pleased me more than that of 
the veterans’ insurance facility of the Veterans’ Administration at 


Philadelphia. 
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Do you have any questions, Mr. Teague ¢ 

Mr. Treaceue of California. I would like to get back to this other 
subject, Mr. Chairman. 

Mr. Byrne. Will you yield a moment? 

Mr. Teaaue of California. Yes. 

Mr. Byrne. Mr. Chairman, there is one other thing I saw in Phila- 
delphia. If they keep putting these machines in up there we will have 
everybody out of work. 

Mr. Beck. It is not going to happen overnight, Mr. Byrne. 

Mr. Byrne. It does. I yield back. 

Mr. Teaocur of California Thank you. 

Mr. Beck, am I correct in understanding that the World War I, 
World War II, and Korean funds are kept separately ? 

Mr. Beck. Yes. 

Mr. Tracuer of California. They are in effect separate trust funds? 

Mr. Beck. Yes, sir. The one for the Korean veterans is not a trust 
fund, but it isa revolving fund. The other two are trust funds. 

Mr. Teague of California. It is not mingled with the others? 

Mr. Becx. That is correct. 

Mr. Teague of California. If this committee or the Congress should 
see fit to try to do something about this situation, which appears to 
exist, that the Korean boys are paying considerably more for com- 
parable insurance than the World War II veterans, it would not in 
any way jeopardize the safety of the World War II or World War I 
veterans’ coverage ? 

Mr. Beck. They are completely unrelated, sir. 

Mr. Tracus of California. If it were concluded that either the rates 
could be lowered or the policies could be made participating or some- 
thing of that sort, it would not interfere with the other programs? 

Mr. Beck. That is correct. 

Mr. Asprnati. Thank you very much. Mr. Patterson? 

The Counset. I should like to ask a couple of questions, Mr. 
Chairman. 

Mr. Beck, as you remember from a hearing this committee had last 
year, the administrative cost of the Veterans’ Administration for the 
insurance operation was approximately $49 million in fiscal year 1949, 
and in 1955 I think that had dropped to approximately $27 million. 
Is it not true that this year it will be even lower; approximately $24 
million or somewhere along in there? 

Mr. Garpner. Our budget for this year calls for roughly $2714 
million, that is for 1956. 

The CounseL. $2714 million ? 

Mr. Garpner. For 1956, 

The Counset. In any event, there has been a reduction from 1949 
through the fiscal year 1956 of about $22 million, or a drop of that 
much ¢ 

Mr. Garpner. That is correct. 

The Counsen. Does this administrative cost include such costs as 
mailing, or does that come out of another fund? 

Mr. Becx. No. The administrative costs include everything. They 
include the cost of envelopes and mailing and the entire operation. 
Now, we did not previously include that cost. 

Mr. Garpner. That is right. The $49 million did not include that 
cost, nor did it include such common services as the mail room, per- 
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sonnel activities, and supply activities. They were furnished to the 
insurance department by other elements in 1949, so that the $49 million 
in 1949 did not include all that is included today. 

The Counset. The $27 million for fiscal 1956 includes everything ? 

Mr. Garpner. It includes everything, even including the postage. 
We have in that sum the penalty mail that we pay the Post Office De- 
partment. 

The Counsex. Then the cost of administering one policy a year 
would be somewhere in the neighborhood of what ? 

Mr. Garpner. Well, with $27 million and 614 million policies, it is 
about $4. 

Mr. Beck. About $4 a year per policy. 

The Counse.. $4 a year per policy would be a fair statement. 

L have one more question, Mr. Beck, which will go to all of you and 
Mr. ‘Trinkle’s section in particular. This relates to the possibility of 
utilizing UNIVAC. 

As I understand it, the Metr opolitan Life Insurance Co. has already 
purchased one machine and is in the process of considering the pur- 
chase of a second UNIVAG, to put all of its premium acc ounting into 
that machine. Is the Veterans’ Administration considering that pos- 
sibility; and if so, when might it be used ? 

Mr. Beck. Mr. E. Lee Trinkle is in charge of the Methods and Sys- 
tems Section, and I believe could answer that. 

Mr. E. Ler Trinxir. We are making a very exhaustive study to 
try to go to electronic tape equipment. 

There is a little bit of misunderstanding. Metropolitan has 
UNIVAC mainly on the actuarial run. At the very first minute that 
we can either perform the operation as well at no additional cost, or 
do it better and at less cost, we will immediately go to electronic tape 
machines; but at this point we are not in a position to justify $30,000 
a month rent. 

The Counse.. Assuming that it were found desirable, would you 
first want to go to the premium accounting with puncheards and then 
to UNIVAC, or can you go to UNIVAC directly ? 

Mr. Trrxxe. I should like to point out something. The Veterans’ 
Administration did not have puncheard equipment in other than 
actuarial and for special dividends until 2 years ago. We cannot do 
these things overnight. We are progressing just as fast as we can. 

We have tests by which we can determine, with our own punchcards, 
whether or not we can do these jobs mec hanically. That determina- 
tion has to be made first. After we are satisfied on that then we are 
going to study as to which type of equipment will do the job best. 

I will assure you we are putting every effort behind mechanization 
that we can with the latest equipment available under study. 

The Counsex. It is not true, Mr. Trinkle, that among the life in- 
surance companies only Metropolitan and Franklin Life of Spring- 
field, Il]., have definitely decided to use the UNIV AC, and most of the 
work isdone ona - inual basis ¢ 

Mr. Trinkxe. I do not know of any company that does not do their 
premium accounting on a manual basis, including both Metropolitan 
and Franklin. 

The Counset. They are just considering it ? 

Mr. Trixie. That is right. 
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Mr. Garpner. Coincidental with that study, they are still running 
a large test unit, with people studying the punch card installations. 
I think 27 operation and maintenance examiners are on the study of 
punch card techniques, and 5 on the UNIVAC. 

Mr. AsprnaLi. May the Chair observe that that remark is quite 
in order, in the face of the suggestion made by our colleague from 
Pennsylvania. 

The Counsex. I have nothing else, Mr. Chairman. 

(Discussion off the record.) 

Mr. Asptnatu, Thank you very much, Mr. Beck. 

Mr. Beck. It has been a pleasure to be here, Mr. Chairman. 

Mr. AsprnaLL. Our next witness is Mr. Logan E. Hysmith, Head- 
quarters, Department of the Air Force, representing the Department 
of Defense. 

Mr. Hysmith, we are very pleased to have you with us this morning. 


STATEMENT OF LOGAN E. HYSMITH, PERSONAL AFFAIRS BRANCH, 
PERSONNEL SERVICES DIVISION, DIRECTORATE OF MILITARY 
PERSONNEL, USAF, ACCOMPANIED BY LT. COL. DONALD W. 
PAFFEL, USAF 


Mr. Hysmirn. Mr. Chairman and members of the committee: 1 
have a statement I should like to read. 

I am Logan E. Hysmith, Personal Affairs Branch, Personnel Serv- 
ices Division, Directorate of Military Personnel, USAF. The De 
yvartment of the Air Force has been designated by the Office of the 
omutamn of Defense as the representative of the Department of 
Defense for one of the bills which you are now considering, H. R. 
1842. I have been designated to appear before you on behalf of the 
Department of Defense. 

Section 10 of the Insurance Act of 1951, Public Law 23, 82d Con- 
gress, made provision for waiver of premiums payable on 5-year 
level premium term insurance and waiver of the pure risk portion of 
the premium on all permanent plans of Government-issued life in- 
surance. This waiver privilege was not automatic; it had to be 
personally applied for and could not be effective until date of 
application. 

When the waiver privilege became effective, and during the year 
that followed, many members of the Armed Forces were in, or entered, 
a missing status without being able to avail themselves of this waiver 
privilege. Some of the missing were in the Korean combat zone, 
some were in pipeline en route thereto, and a few were stationed at 
isolated locations on April 25, 1951, the effective date of the Insurance 
Act. These military servicemen, through no fault of their own and by 
reason of exigencies of the military situation, could not be briefed, 
supplied proper forms, and make written application for waiver prior 
to their loss from military control. Practically speaking, for these 
persons the benefit of the waiver of premium privilege could not be 
realized, yet the express purpose of the waiver legislation was for their 
benefit. 

This legislative proposal has as its purpose automatic waiver of 
premiums for those of this group who held 5-year-level-premium plans 
of insurance and were officially designated as missing in action, pris 
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oners of war, and on other missing status during the year that follows 
the effective date—April 25, 1951— of the waiver of premium legis- 
lation. Those in this same category who held permanent plans of 
Government insurance would be allowed to retroactively waive the 
pure risk portion of their premium within 120 days after return to 
military control or 120 days after the effective date of this legislation, 
whichever is later. The permanent plan holders of this category, who 
died prior to the expiration of the 120-day grace period, would have 
the pure risk portion of their premium automatically waived. 

Within the Departinent of Defense, 328 Air Force, 40 Navy, 73 
Marine Corps, and approximately 1,500 Army servicemen were listed 
as missing or missing in action during the year period April 25, 1951, 
to April 26,1952. This legislation will provide them the waiver privi- 
lege they could not avail themselves of through no fault of their own. 

In addition, this legislative proposal provides for automatic waiver 
of insurance premiums for cadets and midshipmen of the United 
States Military, Naval, Air Force, and Coast Guard Academies by 
classifying them as in “active service” for the waiver-of-premium 
privilege. 

The Air Force, on behalf of the Department of Defense, recom- 
mends enactment of this legislation. 

Mr. Aspinatn. Mr. Hysmith, what would be the additional cost 
involved ? 

Mr. Hysmirn. The report to the Congress indicated that it was 
anticipated there would be no cost to the Department of Defense. 

The Counsev. That is committee print No. 1. 

Mr. Asprnauu. Off the record. 

(Discussion off the record.) 

Mr. Asprnatu. Are there any questions to ask of Mr. Hysmith? 

Mr. Tracur of California. I have one question, Mr. Chairman. 

Mr. Asprnaui. Mr. Teague. 

Mr. Treacuer of California. This certainly seems reasonable to me, 
so far as our people missing in action are concerned, and so forth; but 
[ do not quite understand why it should be extended to include cadets 
in our service academies. 

Mr. Hysmiru. On that point, sir, the Department of Defense felt 
that we had a lot of veterans in the service academies who were covered 
by national service life insurance, and we felt that every veteran 
should have a waiver of premium, since his classmate would be covered 
by another type of insurance at no cost to the cadet, and we would be 
equalizing the insurance cost to the group as a whole. 

Mr. Asprnaui.. Mr. Hysmith, I do not quite understand how this 
would be at no additional cost to the Government. As I understand 
the effect of the legislation, it would be to waive certain premiums 
that have already been made. That would mean a return payment to 
the insured, or the representatives of the insured; is that not correct ? 

Mr. Hysarrn, That is correct, sir. The statement that was sent in 
the exeentive communication was that there would be no cost to the 
Department of Defense. 

Mr. Asprnauyi. I understand that all right, but I want to know what 
it is going to do with the insurance fund. That is the matter which 
interests me right here. 
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The Counsen. Mr. Chairman, I think the Veterans’ Administra- 
tion—Mr. Birdsall and his office—will be prepared to make a state- 
ment on that. 

Mr. Asprnaty. That will be fine. 

The Counsen. I should like to ask Mr. Hysmith a question or two 
if I may. 

Mr. Asprnatyt. All right, Mr. Patterson. 

The Counset. Mr. Hysmith, this is true, is it not: That any one of 
these individuals was not without coverage or protection / 

Mr. Hysmrrn. If the individual was paying national service life 
insurance premiums by allotment certainly he had the protection of 
that national service life insurance policy. Buta number of reservists 
who were recalled directly out of civilian life went overseas without 
an opportunity to esti ablish an allotment, and were forced to de »pend 
upon paying premiums by direct remittance. I know of a few in- 
stances—-I do not know how many there are—where the insurance 
lapsed because they failed to pay the insurance. 

The Counse.. Of course, that policy would lapse, but they were 
covered by the indemnity. 

Mr. Hysmrtru. They were then covered by the indemnity; that is 
correct, 

The Counset. It is true, also, that if a man had a permanent policy 
of NSLI he could elect under the law to surrender that policy for 

cash and then at the end of his service, if he wished, he could pick up 
that policy without a physical examination under the same conditions, 
and resume payment of the premium. 

Mr. Hysmiru. Yes, sir; by replacing the cash reserve that the 
policy called for. 

The Counset. Is it not also true that a man who did not elect to 
waive the premium on a term policy thereby received dividends? 

Mr. Hysmiru. Yes, sir. 

The Counset. Where if he elected to waive it, and in effect get in- 
surance free on a term policy, he would not get any dividend at all? 

Mr. Hysmiru. That is correct. 

The Counsex. In the case of the cadets, what is peculiar about the 

‘ase of the cadets and midshipmen at either West Point or Annapolis, 
which would prevent them from signing the necessary forms to ask 
for waiver of premium ? 

Mr. Hysmrirnu. They are not authorized under the present law to 
waive premiums because they are not considered on active service. 

The Counsex. Precisely; but with which are they covered / 

Mr. Hysmirn. If the individual had national service life insur- 
ance when he was appointed—and quite a few of them did have it and 
still do have it—they are forced to continue to pay the premium. The 
others would be covered under the other provisions of the Insurance 
Act, the servicemen’s indemnity. 

The Counsen. On that point, Mr. Chairman, I think the committee 
should know a little of the background of this situation. 

The provision in the law covering cadets and midshipnien was 
placed in there deliberately because of the muddled situation covering 
the men at West Point and Annapolis. For example, in one case at 
one time the Navy classified all the men at Annapolis as being on 
extra-hazardous duty, and thereby the Government was paying all 
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the premiums. West Point was paying for some and not for the 
others. Congress and this committee felt they should provide uniform 
coverage and let them get it on that basis. That was the reason for 
the exclusion Mr. Hysmith has correctly described. 

Mr. Asprnauy. Thank you very much. Thank you, Mr. Hysmith. 

Mr. Hysmiru. Thank you, Mr. Chairman. 

Mr. Asprnati. Our next witness is Mr. R. C. Winterbottom, Jr., 
representing the AMVETS. 

If you do not finish with your statement by 5 mmutes of 12, we will 
adjourn at that time and you will be on the witness stand tomorrow 
morning. 


STATEMENTS OF R. C. WINTERBOTTOM, JR., ASSISTANT LEGISLA- 
TIVE DIRECTOR, AMVETS; AND G. J. AGOSTINELLI, NATIONAL 
SERVICE OFFICER, AMVETS 


Mr. Winrersorrom. I believe we can finish in that time, Mr. 
Chairman. 

[am Ray Winterbottom, assistant legislative director of AMVETS, 
and IT xm accompanied by Mr. G. J. Agostinelli, AMVETS national 
service officer, who will testify on several of the measures being con- 
sidered this morning. 

Mr. Asprnaty. We are very glad to have both of you gentlemen 
present, and we will be pleased to listen to your statements. 

Mr. Wrxyrersorrom. Thank you, sir. 

Mr. Acosrtnetir. Mr. Chairman and members of the committee, 
AMVETS appreciate the opportunity to appear before this com- 
inittee today to express our views on the bills being considered by you 
regarding various phases of GI insurance , which will affect’ both 
members of the Armed Forces and veterans. 

Hf. R. 268 would amend the Servicemen’s Indemnity Act of 1951 
so as to provide that in the absence of a designation of beneficiary 
thereunder by a person having national service life insurance or 
United States Government life insurance, the designated beneficiary 
of such insurance shall also be the designated beneficiary of any 
indemnity payable under such act 

In many instances the servicemen in designating his beneficiary 
under the NSLI or USGLI laws assumes that hi8 designation takes 
care of all his Government insurance. Because the indemnity is In 
the nature of a gratuity, with very little effort or consideration given 
to this matter by the serviceman, it is no wonder that many military 
personnel fail to take the necessary steps to make a beneficiary desig- 
nation for the indemnity. They assume that one designation should 
take care of his wishes with regard to the disposition of all his insur- 
ance in the event of his death. Consequently, he dismisses this vital 
point from his mind, not realizing the potential confusion, heartaches, 
and possible injustice to his loved ones if he dies. In the event of the 
serviceman’s death, in many instances, there is a scramble for his in- 
surance by various applicants. The Veterans’ Administration then 
must arbitrarily decide who is to get the insurance proceeds because 
of the rigid rules surrounding the devolutionary clause of the in- 
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demnity act. AMVETS, as the accredited representative, in some of 
these cases has become aware of the fact that in some instances the 
least deserving person obtains a portion or all of the insurance pro- 
ceeds. We have in mind particularly those cases in which the spouse 
or parent has abandoned or otherwise neglected the serviceman but 

who nevertheless receives the insurance benefits in accordance with 
the existing statute. 

It is obvious in many of these cases that the insured never seriously 
considered the recipient of his insurance as the one he desired to be 
his beneficiary prior to his death. Moreover, in handling claims 
arising from this type of case, we see many instances where the 
designated beneficiary of the USGLI or NSLI is not entitled to any 
of the proceeds of the servicemen’s indemnity. This brings about 
bitter feelings among expectant applicants and usually culminates 
in contested claims for the insurance benefits. 

There are a number of cases where more than one claimant files 
for benefits to which they believe they are entitled under the existing 
statute. It appears that the deceased in many of these cases expecte .d 
to have all of his insurance go to the designated beneficiary which he 
named under a USGLI or NSLI policy—be it indemnity coverage or 
otherwise. 

Under the Servicemen’s Indemnity Act a person not desired as bene- 
ficiary by the insured can receive the insurance benefits. This is so 
in spite of the fact that the insured did designate a bona fide bene- 
ficiary under a USGLI or NSLI policy which the insured had in 
force and which the insured assumed would be honored for all his 
insurance coverage. It seems logical and sound to say that if the 
insured wanted someone other than his designated beneficiary to 
receive the insurance proceeds, he would have seen to it that a change 
or addition to his beneficiary designation was made prior to his 
death. 

This bill, if enacted, would make insurance death claims more simple 
to administer, be more equitable and less costly in time and money 
to the Government, along with obviating many contested claims which 
the present law creates. We, therefore, urge that H. R. 268 be reported 
favorably by this committee. 

H. R. 1623, H. R. 1627, H. R. 1845, H. R. 2163, and H. R. 5574 
are bills in a generally related category regarding-the restoration of 
rights to certain veterans to further apply for USGLI and NSLI 
policies. We support generally the objectives of all of these measures. 
Jn our judgment, H. R. 1845 fulfills the purposes of all of the bills 
cited above. The AMVET resolution on this subject adopted by 
eur recent national convention recommends a 2-year period for the 
purchase of NSLI or USGLI instead of the 1-year period indicated 
in H. R. 1845. We would suggest, therefore, th: at on page 2, lines 
11 and 16, the words “2 years’ be inserted in lieu of the words “1 year.” 

Allowing veterans the right to further entitlement to NSLI or 
USGLI, denied them since the passage of Public Law 23, would be 
proper and just, in view of the fact that the provisions of Public Law 
23 were applied too suddenly in this respect because the act banning 
further NSLI or USGLI was made effective immediately rather than 
prospectively. Had the act been made effective prospectively, as is 
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customary in this type of legislation, many more veterans would have 
taken advantage of their beneficial NSLI and USGLI rights. This 
immediate termination of the right to purchase NSLI and USGLI 
was unnecessarily more restrictive than was warranted and in our 
judgment should be corrected. We, therefore. recommend that the 
right to purchase this insurance be once again offered for a limited 
time. 

With regard to the bills dealing with abolishment of those provisions 
under current law which allow the existence of a service-connected 
disability to be a bar to reinstatement of Government insurance, 
AMVETS has alw: ays maintained and maintains now that it is ironic, 
if not downright paradoxical, to have the United States Government 
hold service-connected disabilities, less than total, against a veteran 
in ascertaining whether or not he meets the good health requirements 
for Government insurance. We do not believe that it was the intent 
of Congress or the desire of the American people to hold service- 
connected disabilities as a bar to a veteran’s right to GL insurance. We 
must be ever mindful of the great sacrifices these veterans with service- 
connected disabilities made for their country in time of national 
emergency. To deny them rights because they were disabled in pro- 
{ecting and maintaining our way of life seems, to us, manifestly 
unjust. Consequently, we urge favorable consideration of those meas- 
ures that will eliminate this ‘negative and undesirable feature of the 
current law. 

H. R. 803 would extend the time within which certain insane vet- 
erans may apply for insurance under section 621 for 1 year after the 
date of the amendatory act. While we have no objection to this 
measure, we recommend that an additional proviso be included to 
extend to insane veterans, who are entitled to insurance under section 
620, an indefinite period to apply for msurance. The existing statute 
allows 1 year from date of Veterans’ Administration determination 
that a veteran has a service-connected disability. The recommended 
amendment would afford those mentally incompetent veterans quali- 
fying for this insurance an indefinite period in which to apply. 

With your permission, Mr. Chairman, we should like to submit the 
text of our resolution in this regard so that it might be incorporated 
in the record. 

Mr. Asprnati. Unless there is objection, it is so ordered. Hearing 
no objection, it is ordered. 

(The resolution is as follows:) 


AMVETS RESOLUTION No. 11. 1954 


Whereas section 620 of the NSLI Act allows a veteran to apply for insurance 
protection, discounting service-incurred disabilities, provided the application 
is made within 1 year from the date of the Veterans’ Administration determines 
the veteran to have a service-connected disability : and 

Whereas no provision is made under section 620 for waiver or extension of 
this time limit for the mentally incompetent veterans, such situation many 
times deprives the veteran of this insurance coverage without fault on his part: 
Therefore be it 

Resolved, That AMVETS recommend legislation which would “toll the statute” 
under section 620 of the National Service Life Insurance Act as to mentally 
incompetent veterans on whose behalf insurance protection is desirable. 
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Mr. AcostineLii. Mr. Chairman, the AMVETS national conven- 
tion in Miami last year adopted two other resolutions on insurance 
matters which we believe your committee may want to consider. If 
there is no objection, we should like to submit the texts of these resolu- 
tions also so that they may be made a part of the record of this hearing. 

Mr. Aspinatt. Is there any objection? Hearing none, it is so 
ordered. 

(The resolutions are as follows :) 


AMVETS RESOLUTION No. 10D 


Whereas under existing legislation all NSLI policies are incontestable from 
the daie of issue, reiiistatement, or conversion, except for fraud, nonpayment of 
premius, or on the ground that the appiicani was ot a member of the Armed 
Forces of the United States; and 

Whereas there are many policyholders who have no real intent to make fraudu- 
lent statements, but are merely making representations and not warranties when 
being issued, reinstating or converting an NSLI policy, but whose NSLI policy 
in force at their death is contested by the Veterans’ Administration on grounds 
of fraud, even after many years of premium payment by the policyholder; and 

Wheres under existing practice by the Veterans’ Administration many deserv- 
ing bencfiziaries are being denied NSLI rights based on the premise of fraud 
by the policyholder in having his NSLI issued, reinstated, or converted ; and 

Whereas it appears proper and just to set a time limit, as in commercial life 
insurance, for the Veterans’ Administration to find fraud and contest the policy- 
holder’s right to NSLI and not allow the policyholder to pay nremiums for years 
thinking he has insurance coverage when in fact he has not: Now, therefore, be it 

Resolved, That AMVETS recommend legislation to delete from the incon- 
testabi‘ity provision of the National Service Life Insurance Act the words “except 
by fraud” and substitute “except by fraud discovered by the VA within the first 
2 years from the date of issuing or converting a national service life insurance 
policy or within 5 years from the date of reinstating a national service life 
insurance policy.” 


AMVETS RESOLUTION No. 10, 1954 


Resolved, That AMVETS recommend the following: 

A. That an amendment be made to section 5 of Public Law 23 and section 621 
of the National Service Life Insurance Act, as amended by Public Law 23, to 
provide for a period of 2 years in lieu of the present 120 days. 

Mr. Acostrnetut. We have appreciated this opportunity, Mr. 
Chairman, to express the views of AMVETS on these important leg- 
islative measures and we thank you for your courtesy and for your 
sincere attention to our testimony. 

Mr. Aspinati. The committee thanks you for your presentation. 
Mr. Byrne, do you have any questions? 

Mr. Byrne. No questions. 

Mr. Asprnaty. Mr. Teague? 

Mr. Tracur of California. No. 

Mr. Asprnatu. Mr. Patterson ¢ 

The Counset. Mr. Aspinall, I have one question. 

Your position on the bills to restore the right to apply is based on 
a mandate adopted at your last national convention, is it not? 

Mr. AGosTINELLI. Yes, sir. 

The Counsst. Is it not also true that under a mandate adopted at 
your sixth national convention the representative of AMVETS testi- 
fied before the subcommittee which considered the legislation result- 
ing in the enactment of Public Law 23 and urged its enactment? 
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Mr. Agostrne.ut. Yes, sir. However, based upon our experience 
and the criticism of many veterans on the immediate effect of Public 
Law 23, we now desire that the opportunity to purchase this insurance 
be again offered for a limited time. 

The CounseLt. Thank you. 

Mr. Asprnati. Thank you very much. 

‘This will conclude our hearings for this morning, and we shall meet 
tomorrow morning at 10 a.m. The committee stands adjourned. 

(Thereupon, at 11:50 a. m., Thursday, May 26, 1955, an adjourn- 
ment was taken until 10 a. m., Friday, May 27, 1955.) 





BILLS AMENDING INSURANCE AND INDEMNITY LAWS 
ADMINISTERED BY THE VETERANS’ ADMINISTRATION 


FRIDAY, MAY 27, i955 


Houser or RepresenTArIvEs, 
SUBCOMMITTEE ON INSURANCE OF THE 
CoMMITTEE ON VETERANS’ AFFAIRS, 
Washington, D.C. 

The subcommittee met at 10 a. m., in the committee room of the 
House Committee on Veterans’ Affairs, Hon. Wayne N. Aspinall 
(chairman of the subcommittee) presiding. 

Mr. AsprnaLu. The subcommittee will now be in session for further 
consideration of numerous bills having to do with insurance matters 
of the Veterans’ Administration. 

This morning we have representatives of the Disabled American 
Veterans, who will present statements for the organization. We are 
very glad to welcome you, Mr. Omer Clark, and certainly shall be 
glad to hear your testimony or the testimony of anyone whom you 
have with you representing the organization. 


STATEMENTS OF 0. W. CLARK, NATIONAL DIRECTOR OF LEGISLA- 
TION; ROBERT DOVE, NATIONAL INSURANCE OFFICER; AND C. T. 
HOGAN, NATIONAL DIRECTOR OF CLAIMS, DISABLED AMERICAN 
VETERANS 


Mr. Criark. Mr. Chairman and gentlemen of the committee, it is 
a pleasure to be here. Mr. Robert Dove, who is national insurance 
officer of the Disabled American Veterans, will present the views of 
that organization on these subjects. 

I also have with me Mr. Hogan, who is director of claims for the 
Disabled American Veterans. 

At this time I will present Mr. Dove. 

Mr. AsprnaAtu. Mr. Dove, we would be glad to hear you, sir. 

Mr. Dove. Mr. Chairman and members of the committee, my name 
is Robert F. Dove and I am national insurance oflicer for the Disabled 
American Veterans. We appreciate the opportunity to submit to your 
subcommittee our views, founded on national convention mandates, 
with respect to certain of the bills you have under consideration. 

H. R. 803 would amend section 621 of the National Service Life In- 
surance Act of 1940, as amended, so as to provide that any veteran who 
was insane at the time of separation from military service performed 
on or after April 25, 1951, shall have the opportunity to apply for 
and be granted term insurance within 1 year after the date of this 
amendment. 
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The DAV by national convention mandate endorses the principle 
embodied in H. R. 803, but is of the belief that section 620 as well as 
section 621 should be amended. Our reason for this position is that 
the effect of this amendment is to toll the running of time in which 
veterans can apply for insurance in those cases where they are incom- 
petent or insant at the time of separation. However, if the amend- 
ment is confined to section 621 as provided in the bill such incompetent 
or insane veteran would only be eligible for term insurance which 
does not contain a provision for waiver of insurance premiums due to 
service-incurred disability as provided in section 620. 

The DAV therefore endorses the provisions of H. R. 803 with modi- 
fications. We recommend that “620 and” be inserted in line 3 of 
the bill under consideration following the word “section.” 


H. R. 1623 


The DAY, pursuant to national convention mandate, endorses the 
provisions of H. R. 1623 

Experience has indicated to us that this amendment to Public Law 
23, to restore the rights of certain service-connected disabled veterans 
to apply for national service life insurance, is needed. Prior tothe 
enactment of Public Law 23 on April 25, 1951, a veteran had the 
right to apply for the issuance or reinstatement of. national service 
life insurance. However, in many instances, and because such appli- 
sants could not produce evidence of good health,-their applications 
for such insurance were denied and they were advised by the VA to 
reapply after a symptom-free waiting period. In many instances the 
symptom-free waiting period did not expire until after the enactment 
of Public Law 23 which prevented by its specific terms applications 
for issuance or reinstatement of NSLI. H. R. 1623, if enacted, would 

restore the rights to this small class of disabled veterans to apply for 
NSLI despite the provisions of Public Law 23. It would not in any 
sense reopen or restore the right of all veterans to apply for the issu- 
ance or reinstatement of NSLI. 

We urge the favorable consideration of H. R. 1623 by this com- 
mittee. 

H. R. 4421 would amend section 620 of the NSLI Act, as amended, 
to permit any person released on active service on or after April 
25, 1951, and prior to January 1, 1955, who has a service- connected 
disabili ty as determined by the v A, to apply for insurance in writing 
within 1 year after the date of the enactment of this amendment and 
to be granted insurance under the provisions of section 620. The DAV, 
pursuant to national convention mandate, endorses H. R. 4421. How- 
ever, we recommend that the date of April 25, 1951, appearing on line 
t be changed to read June 27, 1950. Our reason for this reeommenda- 
tion is that many men who went into combat in Korea between June 27, 
1950, and April 25, 1951, and who incurred severe disabilities as a 
result of such combat have been precluded from applying for insur- 
ance. 

This amendment, if approved, would permit only veterans with a 
service-connected disability or disabilities to apply for insurance under 
section 620 of the NSLI Act of 1940, as amended. It would not in 
effect put the Government back in the insurance business insofar as the 
able-bodied veteran is concerned, but is directed solely to the relief of 
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service-connected disabled veterans. From our experience in service 
work we know that many veterans released from service with service- 
connected disabilities between June 27, 1950, and January 1, 1955, have 
not made application for insurance because they were not properly 
advised of their rights to do so. 

It would appear that H. R. 4421 is more meritorious than any 
bill pending before this subcommittee at this time. We say this 
because in our judgment it would permit a very worthy class of 
veterans—that is, veterans with service-connected disabilities—the 
right to apply for insurance under section 620. It should be borne 
in mind that the big majority of veterans in this class have failed 
to apply largely because of misinformation and ignorance of their 
rights under the law. 

With the permission. of the chairman, I would like to submit for 
the record copies of our national convention mandates on these three 
bills. 

Mr. Aspinat.. How lengthy are those mandates? I do not like to 
put anything in the record unless L know how long it is. 

Mr. Dove. They are not too long, sir. 

Mr. Asprnaiu. Do you have them with you? 

Mr. Dove. They are probably one page. I have some in my book 
here, but not for distribution. We should like to have the privilege 
of submitting them at a later time, sir. 

The Counse.. Probably they would not run more than one page, 
for a mandate, Mr. Chairman. 

Mr. Asrrnaui. It is rather unusual to ask to place something in 
the record which the chairman is unable to see. 

Mr. Dove. We have all of our mandates bound in this bound copy. 
In the sections we have them according to insurance. This is the 
resolution on H. R. 1623. 

Mr. Asprnatu. Is that the size of each one of them / 

Mr. Dove. Approximately that size, sir. 

Mr. Asptnati. Unless there is an objection, with that understand- 
ing, they will be made a part of the record following the statement 
of Mr. Dove. 

Mr. Dove. Thank you. 

Mr. Asprnauh. Hear ing no objection, it is so ordered. 

(The resolutions are as follows :) 





RESOLUTION No. 55—PERMIT REINSTATEMENT OF NATIONAL SERVICE LiFe IN- 
SURANCE FoR THOSE WHo CAN MEET Goop-HEALTH STANDARDS BUT WERE Nor 
INSURALRLE PRIOR TO APRIL 25, 1951 


Whereas prior to April 25, 1951, a good many applications for reinstatement 
of or new national service life insurance were rejected because of applicant’s 
failure to meet the good-health requirements; and 

Whereas it was the practice of the Veterans’ Administration to fix a waiting 
period after which such applicants again might app!y,.with the hope that they 
would have, by that time, reached a state of insurable health; and 

Whereas the greup above referred to were caught short by the approval of 
the amendment to the National Service Life Insurance Act of April 25, 1951, 
which denied new insurance: Now, therefore, be it 

Resolved by the Disabled American Veterans in convention assembled at 
Miami Beach, Fla., That our national legislative director be instructed to have 
introduced legislation which would authorize the granting of national service 
life insurance protection to those who can meet good-health requirements and 
who, prior to April 25, 1951, had sought to obtain such protection but were denied 
same because of noninsurable health. 
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RESOLUTION No. 59—VETERANS WITH SERVICE-CONNECTED DISABILITIES PERMITTED 
To Take NSLI WuHeEN DiscHARGED BETWEEN JUNE 27, 1950, AND APRIL 24, 
i951 


Whereas for the period of January 1, 1950, to April 24, 1951, the basic law 
did not authorize veterans with service-connected disabilities to purchase 
national service life insurance ; and 

Whereas a group of persons separated from service between June 27, 1950 and 
April 24, 1951, having been disabled in service, have been precluded areas apply- 
ing for national service life insurance protection: Now, therefore, be it 

Resolved by the Disabled American Veterans in convention assembled at 
Viami Beach, Fla., That our national legislative director be instructed to intro- 
duce legislation to amend section 620 of the National Service Life Insurance Act 
to give same retroactive effect to June 27, 1950, permitting veterans disabled in 
service and discharged between June 27, 1950, and April 24, 1951, an opportunity 
to apply for national service life insurance. 


RESOLUTION No. G60—EXTEND TIME FOR APPLICATION FOR INSURANCE FOR 
INCOMPETENT VETERANS 

W bet reas under section 620 of the National Service Life Insurance Act, effective 
\pril 25, 1951, a veteran is authorized to apply to the Veterans’ Administration 
for insurance protection and service-connected disability is not a bar to an appli- 
cation therefor, provided that application is made “within 1 year from the date 
of service-connection of such disability is determined by the Veterans’ Adminis- 
tration’; and 

Whereas the time limit under section 620, above is not waived or extended 
en behalf of mentally incompetent veterans, such incompetency in instances 
Laving the effect of depriving the veteran of insurance protection ; be it 

Resolved by the Disabled American Veterans, in convention assembled at 
Miami Beach, Fla., That our national legislative director be instructed to intro- 
duc e legislation which would toll the statute under section 620 of the National 
Service Life Insurance Act as to mentally incompetent veterans on whose behalf 
life insurance protection is desirable. 


Mr. Asprnauu. As I understand it, Mr. Dove, these endorsements 
you have made for the various bills come about because of the action 
of the recent national convention of the DAY; is that correct ‘ 

Mr. Dove. That is correct ; in Miami, Fla., last year. 

Mr. Asprnatt. Has your organization endorsed these bills pre- 
viously, or bills — to them ? 

Mr. Dove. No, sir; I do not believe so. 

Mr. Asprnaui. Mr. Patterson, I should like to.ask a question of you 
at this time. Do we have reports from the Veterans’ Administration 
on the bills referred to by Mr. Dove? 

The Counsen. At this time, Mr. Chairman, we do not. Mr. Knapp, 
who will represent VA, is prepared to make a statement on all of 
these later this morning. 

Mr. Asprnatu. Thank you. 

Do you have any questions, Mr. Teague? 

Mr. Tracur of California. No questions, Mr. Chairman. 

Mr. Asprnati. Thank you very much, gentlemen, for your appear- 
ance before the committee. We appreciate having the statement. 

Did you have any questions, Mr. Patterson ? 

The Counsex. No, sir; I have no questions. Thank you. 

Mr. Asprnauu. The next witness will be Adin M. Downer, repre- 
senting the Veterans of Foreign Wars. 

Mr. Downer, we are very pleased to have you with us this morning ? 
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STATEMENT OF ADIN M. DOWNER, REPRESENTING THE 
VETERANS OF FOREIGN WARS 


Mr. Downer. Thank you, Mr. Chairman. 

I do not have a prepared statement, Mr. Chairman, with your 
permission I should like briefly to offer some oral comments on the 
general subject of insurance, and some comments on some specific 
bills that are under consideration. 

Mr. AsprnaLL. You may proceed. 

Mr. Downer. In the first place, Mr. Chairman, I think it would be 
appropriate for me to mention that in the 82d Congress when the 
bills under consideration in this committee that resulted in the enact- 
ment of Public Law 23 the Veterans of Foreign Wars supported the 
bill as reported out by this committee, which terminated the right of 
Korean veterans to continue Government insurance following 120 
days after their discharge. We have adhered to that position, Mr. 
Chairman. . 

Lest we might possibly be misunderstood I should like to explain 
that one reason why we took that position in the beginning and have 
adhered to it since that time is that the life-insurance business of the 
Veterans’ Administration, when measured by dollar volume of in- 
surance in force, and excluding group and industrial insurance, is 
twice as large as the insurance business of the largest private com- 
pany. That is a rather startling fact, and caused us to wonder as to 
the advisability of further expanding the insurance business. 

Mr. Asprnatu. Mr. Downer, let me interrupt. Of course, the size 
of the operation is dependent upon the personnel needed by the Gov- 
ernment in time of need. The answer to that would be that if the 
Government needed 100,000 men at ‘one time and saw fit to give an 
insurance program to them, if they needed 20 times that much at 
another time the need would be just the same. It would not be a 
question of size as compared to some commercial operation; it would 
be a question of whether or not the program was a needed program 
and whether it was a desirable program. 

Mr. Downer. I think that certainly is correct, Mr. Chairman. | 
agree with the point you made. 

But what I meant was that I was laying the groundwork for the 
conclusion that we reached. I do not mean to suggest that we are 
opposed to the insurance program. Not in the least. 

Mr. Asprnati. You might be opposed, but I did not want it to 
appear you would be opposed to it simply because it had grown 
because of the necessity of getting additional personnel into the 
services. 

Mr. Downer. Certainly not. I do not want to give that impression 
at all, Mr. Chairman. 

But one thing that entered into our thinking was the fact that we 
recognize that as society becomes more complex the essential functions 
of Government necessar ily increase and expand, and there has been a 
tremendous expansion in the size of Government in the past 20 years. 

I think, in fact, in 1932 the total number of employees of the 
Federal Government was approximately 500,000. We had no need 
to regulate such things as radio, for example, just as one example 
which indicates the vast expansion of Government. 
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We supported the Government insurance program for people it 
service in World War II. They were charged a premium for cade 
insurance. We supported their right to carry that insurance after 
their discharge. They had paid premiums during the time of their 
service and consecvently, many of them felt that they had an invest- 
ment there. 

But after World War II when it became necessary to establish an 
insurance program for those in service in the Korean campaign and 
we adopted an entirely new concept of a gratuitous indemnity—of 
giving insurance universally to everybody in the service without 
charge—then to our mind that completely changed the entire picture, 
and no one could be said to feel that he had an investment in insur- 
ance that he carried with the Government during the period of time 
he was in service. 

Because of those factors, because of the fact that the insurance busi- 
ness had grown so large and the essential functions of the Govern- 
ment seemed to expand so much as society became more complex; 
also we felt that since insurance is available to all of those after 
discharge who are insurable at a fairly reasonable rate that in our 
view we should dec ide, under the changed circumstances in the Korean 
program it was time to discontinue the right of those people to carry 
insurance, 

I wanted to explain the reason for our thinking to vou. I recognize 
it isa matter on which reasonable minds may differ. It is conceivable 
that. we at some time may change our thinking on it. A number of 
our policies, Mr. Chairman, undergo constantly “agonizing reap- 
praisal” I might say. I certainly do not mean to be understood as 
saying that we may never change our minds about that in the future. 

‘One thing I would like to mention which I think is appropriate, 
Mr. Chairman, is this: You commented somewhat at the hearings 
yesterday on the question of Mr. Beck with regard to the attitude of 
the private life-insurance companies toward the Government program. 
I have never known of an instance where the life-insurance companies 
of this country have not adhered to the policy of urging all holders of 
Government life-insurance policies to continue them in force. 

Mr. AsprnaLu. May the chairman state that may be the policy of 
the representatives of the companies at the top, but that has not been 
the experience of the chairman with some of their underwriters and 
salesmen, because the chairman has been embarrassed many, many 
times since 1918 by insurance men who have been very critical of the 
veterans’ insurance program. So maybe your experience is different 
from mine. 

Mr. Teacue of California. Mr. Chairman ? 

Mr. AsprnaLL. Mr. Teague. 

Mr. Teacur of California. I have had exactly the opposite expe- 
rience, Mr. Chairman. I have talked to a great many insurance men 
and I have never been urged to drop my Government insurance. I 
have never found any insurance man critical of Government insurance. 

Mr. Downer. I think undoubtedly, Mr. Chairman, there might be 
individual agents of insurance companies who might not be quite as 
ethical as some others and might depart from “the policy of the 
company. Undoubtedly there are exceptions. 
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Generally speaking throughout the insurance industry as a whole I 
think they have supported and cooperated with the VA life-insurance 
program. 

The point 1 wanted to make is that it is in such sharp contrast to the 
attitude of the American Medical Association toward the hospital 
and medical program of the Veterans’ Administration. I merely 
think in passing that it is worthy of note, and I think the life-insurance 
industry is to be commended. 

Mr. AsprnaLL. We meet on common grounds on that point. 

Mr. Downer. Mr. Chairman, I should like first to mention, with 
regard to these specific bills, that the bills which provide for the 
permitting of World War II veterans to reinstate lapsed national 
service life insurance are supported by the Veterans of Foreign Wars. 
I recognize that to some extent that seems like a contradiction of the 
position we took in support of Public Law 23. To some extent it is. 

We decided, Mr. Chairman, that the cutoff date provided by Public 
Law 23 was too abrupt in view of the fact that nearly 700,000. World 
War II veterans were involuntarily called to active duty in the Korean 

‘ampaign. No doubt many of them, had they not been called to active 
duty, would have been in a position to carry on plans to reinstate their 
national service life insurance. That is the principal reason why we 
decided to support legislation to give them time to remstate. 

How many there would be I do not think anybody can estimate, but 
I know that of those who still have their national service life insurance 
in force approximately 70 percent of them have failed to convert to a 
permanent plan of insurance. 

Mr. AsprnaLt. What would be your thought about the maximum 
number that —— be eligible to apply ! ’ 

Mr. Downer. I do not know, Mr. Chairman. I only recall in the 
investigation of this subcommittee in the 83d Congress the estimate 
was made by the subcommittee that there would be 750,000. I have 
no way of judging the accuracy of that estimate. It was based, I 
think, on the estimate of the manager of one of the branch offices, which 
conducted 20 percent of the business, and his estimate that 150,000 
within the area of that office would apply for reinstatement. 

I assume that as time goes on that number would be reduced. 

The point that I think is quite urgent as to this proposal is that 
these veterans are rapidly aging. If they are going to ever be per- 
mitted to reinstate it should be now; not a year or 2 or 3} years from 
now, because very rapidly the cost of insurance will become e prohibitive 
and the possibility of conversion will be prohibitive. 

So, for that reason, Mr. Chairman, we want to urge upon the com- 
mittee the fact that if this committee feels this is a proper thing to do 
it should be done immediately. 

Now, if the committee feels like granting the privilege of reinstate- 
ment then many of these other bills do not require consideration 
because they merely permit reinstatement under certain conditions 
to certain groups of veterans. The overall right to reinstate would, 
of course, include the lesser right to reinstate and there would be no 
need to give consideration to those bills. 

Therefore, rather in the v “ay of passing I will just briefly mention 
that we by mandate of our na tional conve ntion © port the le propo: al 
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contained in H. R. 1623 which permits reinstatement of those who had 
made application and were denied, because the symptom-free waiting 
period be extended beyond the cutoff date. 

I should like briefly to comment, Mr. Chairman, on H. R. 803. This 
proposal is also in accord with the mandate of our national encamp- 
ment. There is one provision in the bill that was rather puzzling to 
me. I do not know if it was intentional or if it was an oversight, 
but I should like to suggest an amendment to it. 

The bill as drafted reads: 


Provided, That any such person who is shown to be insane at the time of sepa- 
ration from such active service performed on or after April 25, 1951, shall, upon 
application in writing made within 1 year after the date of this amendatory 
act— 


[ would suggest that at that point these words be inserted : 
or within 1 year after discharge, whichever is later. 


The bill as drated would apply only to present cases and not future 
cases, and if it is a good thing for the present ones it is a good thing 
for the future ones. I therefore wish to suggest that if the committee 
feels favorably inclined toward this legislation, that that amendment. 
should be made in it. 

Now, Mr. Chairman, the last national encampment of the Veterans 
of Foreign Wars adopted resolution No. 247, which contains a sug- 
gested revision in the National Service Life Insurance Act, which is 
incorporated in H. R. 6530, which was introduced only yesterday. I 
had overlooked the fact that there was not a bill pending on this 
particular matter. 

With your permission I should like to offer this resolution for the 
record. 

Mr. Asprnatu. Unless there is objection, it will be received. 

(The resolution is as follows :) 


RESOLUTION No, 247—NATIONAL SERVICE LIFE INSURANCE FOR TOTALLY DISABLED * 


Be it resolved by the 55th National Encampment of the Veterans of Foreign 
Wars of the United States, That subsection (m) (2) of section 602 of the Na- 
tional Service Life Insurance Act of 1940, as amended, be amended effective as 
of October 8, 1940, to read as follows: 

“(m) (2) In any case in which the insured provided for the payment of 
premiums on his insurance by authorizing in writing the deduction of premiums 
from his service pay, or where such premiums were paid by the Government, 
such insurance shall be deemed not to have lapsed or not to have been forfeited 
under section 612 so long as the insured remained in active service prior to the 
date of enactment of the Insurance Act of 1946, notwithstanding the fact that 
deduction of premiums or payment by the Government of such premiums was 
discontinued because— 

“(A) the insured was discharged to accept a commission ; or 

“(B) the insured was absent without leave, if restored to active duty; or 

“(C) the insured was sentenced by court-martial, if (1) he was restored 
to active duty, or (2) he was required to engage in combat, or (3) he be- 
came, and continued to be, totally disabled, or (4) he was killed in combat. 

“In any case in which the insured under any insurace continued in force by the 
provisions of this paragraph died while such insurance was so continued in force, 
any premiums due and such insurance shall be deducted from the proceeds of 
the insurance. Any premiums deducted or collected on any such insurance shall 
be credited to the national service life insurance appropriation and any payments 
of benefits on any such insurance shall be made directly from such appropria- 
tion.” 


Submitted by Department of Texas to committee on rehabilitation and welfare service. 
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Mr. Downer. I should like to make a brief explanation to you of 
what this bill does. 

Mr. Asprnati. May the Chair inquire at this time: Who is the 
sponsor ¢ 

Mr. Downer. Mrs. Rogers introduced the bill, Mr. Chairman. It 
amends subsection (m) (2) of section 602, and makes only one very 
brief amendment. 

The law as it now reads provides for the reinstatement of insur- 
ance under certain cases where premiums had been authorized, where 
the deduction of premiums had been authorized by the Government. 
The statute as it now reads provides that if the insurance was discon- 
tinued because the insured was discharged to accept a commission, 
that shall be an exception. It lists other exceptions. Among them 
is if the insured was sentenced by a court-martial, if he was restored 
to active duty, or he was required to engage in combat, or he was 
killed in combat. Those are listed as exceptions. 

We merely include as an additional exception 
continued to be totally disabled.” 

I believe, Mr. Chairman, that that covers all of the bills with which 
we are concerned. I want to thank you very much for the privilege 
of appearing here and for your attention to our views. 

Mr. Asprnatu. Do you have any questions, Mr. Teague ‘ 

Mr. Tracue of California. No questions. 

Mr. Asptnatn. Thank you very much for your appearance and for 
your contribution to the hearing. 

The next witness is Mr. C. H. Olson, representing the American 
Legion. We are glad to have you with us this morning, Mr. Olson. 


‘ 


‘or he became and 


STATEMENTS OF C. H. OLSON, ASSISTANT DIRECTOR, NATIONAL 
LEGISLATIVE COMMISSION, THE AMERICAN LEGION; AND 
CHARLES W. STEVENS, ASSISTANT DIRECTOR, NATIONAL RE- 
HABILITATION COMMISSION, THE AMERICAN LEGION 


Mr. Otson. Thank you very much, sir. 

Mr. Asptnatu. The Chair remembers our former pleasant associa- 
tion, 

Mr. Ouson. Thank you very much, Mr. Chairman. 

Mr. AsprnaLy. Off the record. 

(Discussion off the record.) 

Mr. Oxson. Mr. Chairman, I want to say that Mr. Kennedy, the 
director of our national legislative commission, was unable to be here 
today. As his assistant, I am substituting for him briefly. I am not 
going to testify because we have with us today our insurance expert, 
Mr. Charles W. Stevens, the assistant director of the national rehabili- 
tation commission of the American Legion. He has a prepared state- 
ment, which you have before you, which I think will very properly 
state the views of the American Legion. : 

This insurance program is so vitally important, we feel it is one of 
the major programs of the American Legion. All of the 13 bills to 
which Mr. Stevens will refer today are supported by proper resolu- 
tions of the American Legion, either emanating from the national 
convention or the interim governing body, the national executive com- 
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mittee. We do not offer them for the record, but would be glad to 
do so if the Chair wishes or directs. 

Mr. Asprnatu. The Chair would be very pleased if you would pre- 
sent them for the files, at least. Would ae willing to do that ! 

Mr. Orson. Fine. If we may submit them at the proper time, along 
with Mr. Stevens’ statement, at a later time we will get them up to you, 
which will be shortly. 

Mr. Asprnauy. Fine. 

(The resolutions are as follows :) 


REHABILITATION RESOLUTIONS REQUIRING LEGISLATION (INSURANCE) 


36TH ANNUAL NATIONAL CONVENTION (AUGUST 30 TO SEPTEMBER 2, 1954) 


“ys 


No. 287 (New Jersey) requires that the American Legion continue its efforts 
to secure amendatory legislation to restore the right, removed by the Insurance 
Act of 1951, of insurable World War I veterans, who served between October 6, 
1917, and July 2, 1921, to obtain new United States Government life insurance 
contracts, and of insurable World War II veterans, who served between October 
8, 1940, and September 2, 1945, to obtain new participating national service life 
insurance contracts. (H. R. 1627.) 

No. 290 (New Jersey) requires that the American Legion continue to seek 
amendment of section 304 of the World War Veterans Act of 1924 to reconstitute 
ile liens on United States Government life insurance contracts of service-con- 
nected disabled World War I veterans so that the principal sum shall be only 
the premiums due from the date of lapse of their war risk yearly renewable term 
insurance to date of reinstatement and conversion, without interest retroactively, 

nd from date of approval of the proposed enactment, with simple interest at 

rae established for policy loans. (H. R. 1629.) 

No. 310 (North Dakota) seeks enactment of legislation to insure the right to 
judicial review of any decision made by the Administrator of Veterans’ Affairs 
under subsections (n) and (r) of section 602 of the National Service Life Insur- 
ance Act of 1940. (H.R. 5955.) 


NATIONAL EXECUTIVE COMMITTEE (OCTOBER 5 TO 7, 1954) 


No. 14: (1) Provide for automatic waiver under section 622 of the National 
Service Life Insurance Act of 1940 of all United States Government or national 
service life insurance term policy premiums on or after June 1, 1951, for Amer- 
ican prisoners of war in Korea for the period of their confinement and for 120 
days following their repatriation. (H.R. 1617.) 

(2) Permit a veteran to revive a United States Government or national 
service life insurance term policy if the term expires within 120 days after 
separation from active service, upon application, payment of premium, and proof 
of good health, as is authorized presently in section 5 of the Servicemen’s Indem- 
nity Act of 1951 when the term expires during active service. (H.R. 1619.) 

(3) Provide that the Government bear excess losses resulting from regranting 
or reinstating insurance on permanent plans without medical examination under 
authority contained in section 5 of the Servicemen’s Indemnity Act of 1951, so 
as to protect the participating United States Government and national service 
life insurance funds. (H. R. 1619.) 

(4) Grant a veteran, released from active service after April 25, 1951, whom 
the Veterans’ Administration determined before January 1, 1955, to have a 

ervice-connected disability for compensation purposes, and who was not informed 
by the Veterans’ Administration of his right to apply for nonparticipating 
national service life insurance on term or permanent plans, a period of 1 year from 
date of enactment in which to make application. (H.R. 4421.) 

(5) Provide for conversion to permanent plans of nonparticipating 5-year 
ievel-premium-term national service life insurance policies now issued under sec- 
tion 621 of the National Service Life Insurance Act of 1940 to veterans who had 
servicemen’s indemnity coverage during active service on or after June 27, 1950, 
and before July 28, 1953, which policies are presently renewable for successive 
5-year terms without privilege of conversion. (H. R. 4422.) 

(6) Authorize the Veterans’ Administration to apply an annual dividend, on 
a pro rata basis, prior to an insurance policy’s anniversary date, where an insured 








AMENDING INSURANCE AND INDEMNITY LAWS 989 


dies and his policy has lapsed but the proportionate part of the dividend is 
sufficient to pay premiums in arrears and maintain the contract in force to death. 
(No bill.) 

(7) Authorize issuance of participating national service life insurance to vet- 
erans of active military or naval service between inclusive dates of October 8, 
1940, and September 2, 1945, who, prior to April 25, 1951, applied for new insur- 
ance or for reinstatement but whose applications were denied on the ground that 
they were not in good health and who were told to reapply after a symptom-free 
waiting period which ended after April 25, 1951; and to provide in such cases 
for waiver of good health because of any disability or disabilities, less than total 
in degree, rated service-connected for compensation purposes as incurred in or 
aggravated by active service between inclusive dates above specified, with pre- 
miums in such event credited to, and benefits payable from, NSLI appropriations ; 
and to provide further that the maximum amount of insurance for which the 
veteran would be otherwise eligible be decreased by the amount of any insurance 
under a VA-administered program surrendered for cash. (H. R. 1623.) 

(S) Include a provision in section 602 (m) (2) (C) of the National Service 
Life Insurance Act that insurance premiums be waived for persons who became 
totally disabled in combat during World War II from date of incurrence and 
during continuance of such disability and for 6 months after the insured ceases 
to be totally disabled. (H. R. 4423.) 

(9) Remove the requirement that a parent be dependent at time of death of 
the person who served for award of gratuitous national service life insurance 
and to abolish the time limit in which a parent may apply for this benefit, in 
order that such award may be made at suck time as the dependency of a parent 
arises. (H. R. 4420.) 

(10) Amend the World War Veterans’ Act, 1924, as amended, and the Na- 
tional Service Life Insurance Act of 1940, as amended, so as to crant the right 
of suit or other appropriate action against the United States in any controversy 
whatsoever arising between the Veterans’ Administration and any person or 
persons asserting an entitlement to any of the benefits granted by these statutes 
relating to insurance, or by regulations or policies issued thereunder, and to 
provide further that any such suit or action may be brought against the United 
States either in the United States District Court for the District of Columbia 
or in the district court of the United States in and for the district in which such 
person or any one of them resides and to confer jurisdiction upon such courts 
to hear and determine all such controversies. (H. R. 1615.) 

(11) Amend section 617 of the National Service Life Insurance Act of 1940, 
us amended, to provide that, in suits brought by or on behalf of an insured dur- 
ing his lifetime, for waiver of premiums on account of total disability, the court, 
asa part of its judgment or decree, shall determine and allow a reasonable fee for 
the insured’s attorney, to be paid in a lump sum, direct to counsel, such fee to be 
paid by the insured in an unsuccessful action and by the Government where the 
judgment is entered in the insured’s behalf. (H. R. 1622.) 

(12) Redefine a stepchild for servicemen’s indemnity purposes so that a step- 
child would be in the permitted class of beneficiaries only if a member of the 
household of the person with indemnity coverage or if designated by him; and 
to redefine a stepparent for servicemen’s indemnity purposes as one who stood 
in loco parentis to the person with indemnity coverage prior to such person’s 
attainment of majority and for a period of at least 1 year prior to his entry into 
service, unless the stepparent is designated as a beneficiary. (H. R. 6419.) 


Mr. Orson. Mr. Chairman, I should like to present Mr. Charles W. 
Stevens. 

Mr. Asprnauti. Thank you very much. Mr. Stevens, we are glad 
to have you here representing the Legion. You may proceed. 

Mr. Stevens. Mr. Chairman and Mr. Teague, we appreciate the 
opportunity to testify on H. R. 1615, H. R. 1617, H. R. 1619, H. R. 1622, 
H. R. 1623, H. R. 1627, H. R. 1629, H. R. 4420, H. R. 4421, H. R. 4422, 
H. R. 4423, H. R. 5955, and H. R. 6419. 

As my formal statement on the 12 bills relating to insurance is 
necessarily detailed, in order that the purpose and the effect of the 
enactment of each may be adequately explained, it is asked that it be 
inserted in the record and that I be permitted to discuss each briefly. 
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Mr. Asprnatu. Unless there is objection the statement will be in- 
serted in the record as if read, and the witness will be allowed to pro- 
ceed orally. 

Is there any objection’ Hearing none, it is so ordered. 

(The statement is as follows:) 


STATEMENT OF CHARLES W. STEVENS, ASSISTANT DirREcTOR, NATIONAL REHABILTI- 
TATION COMMISSION, THE AMERICAN LEGION 


Mr. Chairman and members of the committee, the American Legion appreciates 
this opportunity to testify on bills which are the subject of this hearing relating 
to insurance programs administered by the Veterans’ Administration. 

The American Legion's position concerning insurance programs administered 
by the Veterans’ Administration and trust funds established for them was enunci- 
ated at San Francisco in 1946 by the 28th annual national convention. This is the 
declared policy- 

(1) To support and maintain the integrity of national service and United 
States Government life insurance, the trust funds established therefor, and 
the contracts issued thereunder, in accordance with the purposes therefor 
and with sound insurance practices, and 

(2) If and when any changes are advocated, they shall be only such as will 
continue to insure to those veterans who reinstate or continue their insur- 
unce on either a term or converted basis, and to their beneficiaries, the full 
value of a life-insurance contract based on sound insurance practices. 

In order that proposals made to the Congress by the American Legion for 
amendatory legislation shall be in accord with this policy, all resolutions received 
by a national convention or the national executive committee, the governing 
bodies which formulate policy, are referred to the national rehabilitation coin- 
mission for its recommendation based upon the study of each resolution by its 
insurance advisory board. Only after thorough consideration by the commis- 
sion and board do one of the governing bodies direct support of enactment of 
legislation. 

The 12 bills on which I will testify have been introduced at the request of the 
American Legion. They are measures which we believe merit the thoughtful 
consideration of this committee. We advocate their enactment in the interest 
of veterans and their beneficiaries. 

H. R. 1615 would permit court review of Veterans’ Administration decisions on 
issuance, reinstatement, or conversion of insurance. Present law provides au- 
thority for the United States to be sued in the United States district courts only 
in the event of disagreement as to an insurance claim. The Veterans’ Administra- 
tion may deny the good health of an applicant for issuance or reinstatement of 
insurance and so deprive him of protection which would be afforded by a con- 
tract. Proof in court of the insurability of such a person would enable him to 
secure the contract, notwithstanding the adverse decision of the agency admin- 
istering the program. This is an example of the need for enactment of this bill 
which would permit the United States to be sued on issues where insurance pro- 
tection is denied members and veterans of the Armed Forces who are convinced 
that the administrative determinations are arbitrary and capricious. 

H. R. 1617 would provide for the full or partial waiver of insurance premiums 
of members of the Armed Forces who were, due to circumstances beyond their 
control, unable to obtain this benefit available to others upon application during 
active service. The bill would provide for waiver of all premiums due or paid 
after June 1, 1951, on United States Government or national service life insur- 
ance term policies and so much of the premiums on permanent-plan policies as 
represents the pure insurance risk for those insureds who, because of being miss- 
ing in action or captured by the enemy, were unable to make application, as 
existing law requires, for the waiver authorized by section 622 of the National 
Service Life Insurance Act of 1940, as added by the Insurance Act of 1951. 
This automatic waiver would apply to only those missing or captured after 
April 25, 1951, and before April 26, 1952. 

In this period of 1 year from April 25, 1951, those in active service would have 
had full opportunity to take advantage of the waiver provisions granted from 
June 1, 1951, by section 622, unless missing or a POW, so a premium waiver, had 
they applied for one, would have been effective were they missing or captured 
later. 











AMENDING INSURANCE AND INDEMNITY LAWS 991 


Section 1 would provide for this different method of granting the premium 
waiver. The section would make the waiver of term premiums automatic during 
the remainder of the continuous active service of an insured who has been 
repatriated and for 120 days thereafter, unless termination is requested in 
writing by the insured. The insurance premium on the permanent plan policies 
is not waived in full. As stated above, the portion representing the pure insur- 
ance risk is waived. This waiver would be granted upon application of the 
insured within 120 days after repatriation or date of this enactment, whichever 
is later. 

Section 2 would make insurance nonparticipating, if waived under provisions 
of section 622 under any circumstance. As section 1 in effect provides for an 
automatic waiver under certain conditions or waiver retroactively upon others, 
the amendment proposed is necessary because presently it is provided that the 
insurance shall be nonparticipating only if the insured elects to have the premium 
waiver granted. 

H. R. 1619 has two purposes. Section 1 would permit a person to revive a 
United States Government or national service life insurance term policy if the 
term expires within 120 days after the separation from active service, upon 
application, premium payment, and proof of good health, as is authorized 
presently when the term expires during active service, even though the policy is 
lapsed at the expiry date. By virtue of approval July 238, 1953, of Public Law 
148, S8d Congress, these term policies would be automatically renewed for a 
further term, if they were in force under premium-paying conditions or through 
premium waiver under section 622 of the NSLI Act of 1940, as added by the 
insurance Act of 1951. However, if an insured permitted the term contract to 
lapse in order to obtain free servicemen’s indemnity coverage during active 
service and for 120 days after separation, he could revive the lapsed term con- 
tract through present provisions of section 5 of the Servicemen’s Indemnity Act 
of 1951 only when the term expired in service. This bill would permit revival if 
the expiry date fell in the 120-day period after separation. 

Section 2 would require that the Government bear excess losses resulting from 
regranting or reinstating permanent plan insurance without medical examina- 
tion under authority contained in section 5 of the Servicemen’s Indemnity Act 
of 1951. The beneficial interest in the reserves in the United States Government 
and national service life insurance trust funds, created in the Treasury for these 
participating insurance programs, belong to the policyholders. Violence could be 
done the funds by imposition of substandard risks who are permitted by section 
5 of the Servicemen’s Indemnity Act of 1951 to secure, without proof of good 
health, permanent plan policies within 120 days after separation from active 
service to replace those surreadered for cash during service by authority con- 
tained in the stated section. Enactment of this section is necessary to preserve 
the sanctity of the trust funds for which the Government acts as trustee. 

H. R. 1622 would amend section 617 of the National Service Life Insurance Act 
of 1940, as amended, so as to provide, as a part of the court’s judgment or decree, 
for payment of a fee to counsel representing an insured veteran, in a suit brought 
for waiver of premiums on account of total disability. It would further provide 
that the veteran pay the fee in an unsuccessful action and the Government pay 
it where judgment is entered for the insured. 

In a claim for waiver of premiums on account of total disability under section 
602 (n) of the NSLI Act, in a living or deceased veteran’s case, there is the right 
of suit under section 617, where there is a disagreement with the VA decision. 
However, in the case of a living veteran, no attorney can afford to represent the 
insured in such a Federal court action because of the limitation imposed as to 
payment of a fee for his services. 

In a deceased veteran’s case, where suit is brought by or on behalf of a bene- 
ficiary, the court action in a premium waiver question involves the payment of 
proceeds of the insurance, so an adequate fee is payable to counsel. This bill, 
therefore, is concerned with the case of an insured who is alive. 

Should a court decide premiums should be waived by the Veterans’ Adminis- 
tration, there is no monetary payment; the cost of the waiver is borne by the 
Government where total disability is traceable to the extra hazard of military 
or naval service, otherwise, by the NSLI fund. 

Section 617 now provides that suits on national service life insurance may be 
brought in the same manner and subject to the same conditions and limitations 
as are applicable to United States Government life insurance under sections 19 
and 500 of the World War Veterans’ Act, 1924, as amended. 
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Section 500 of the World War Veterans Act provides that wherever a judg- 
ment or decree shall be rendered in an action brought pursuant to section 19 
of this act the court, as a part of its judgment or decree, shall determine and 
allow reasonable fees for the attorneys of the successful party, such fees not 
to exceed 10 percent of the amount recovered, to be paid by the Veterans’ Ad- 
ministration out of the payments to be made under the judgment or decree 
at a rate not exceeding one-tenth of each of such payments until paid. 

It will be observed that there is a positive need for enactment of this bill, so 
that an insured veteran can employ counsel for a court action when he believes 
himself entitled to waiver of NSLI premiums on account of disability when the 
VA denies that he is. 

H. R. 1623 would authorize the Veterans’ Administration to issue participating 
national service life insurance to veterans of active military or naval service 
between inclusive dates of October 8, 1940 and September 2, 1945 who, prior to 
April 25, 1951, applied for new insurance or for reinstatement of lapsed insurance 
but whose applications were denied on the ground that they were not in good 
health and who were told to reapply after a symptom-free waiting period which 
ended after April 25, 1951. It would provide in such cases for waiver of good 
health because of any disability or disabilities, less than total in degree, incurred 
in or aggravated by service between inclusive dates mentioned which would 
allow compensation payment if compensable. Premiums would be payable to, 
and benefits payable from, the NSLI appropriation. The maximum amount of 
insurance for which the veteran would be otherwise eligible would be decreased 
by the amount of any such insurance surrendered for cash. 

It is an equitable proposal in that the VA in good faith informed the veterans 
that they could secure new insurance or reinstate lapsed contracts upon expira- 
tion of a prescribed waiting period, unaware that the right to do this would be 
removed by the Insurance Act of 1951. 

H. R. 1627 woukd amend section 619 of the National Service Life Insurance 
Act of 1940, added April 25, 1951, by the Insurance Act of 1951 (part II, Public 
Law 23, 82d Congress), to restore to insurable World War I veterans of service 
between inclusive dates of October 6, 1917, and July 2, 1921, the right granted in 
section 310 of the World War Veterans Act, 1924, to obtain United States Gov- 
ernment life insurance and to restore to insurable World War II veterans of 
service between inclusive dates of October &, 1940 and September 2, 1945 the 
right granted in section 602 (¢c) (2) of the National Service Life Insurance Act 
ef 1940 to obtain participating national service life insurance. 

For many years before 1951, it is emphatically demonstrated through con- 
gressional enactment, beginning with an act of October 6, 1917, that it was 
the sense of the Congress that insurance protection should extend beyond the 
years of active war service. Veterans relied on the Government to preserve 
rights expressly bestowed and were taken aback when they learned they no longer 
had the privilege of contracting with their Government for insurance protection. 

We believe an opportunity should be afforded those insurable veterans of the 
two World Wars whom this bill would benefit to obtain insurance again. The 
éxisting contract programs will endure beyond the turn of this century and the 
agency administering them would carry on whatever business might be added 
without, we believe, any appreciable increase in administrative costs. 

As of February 28, 1955, the Veterans’ Administration shows 405,278 United 
States Government life-insurance policies in force and 5,787,852 national service 
life-insurance policies, issued before April 25, 1951, in force. While we do not 
know how many war veterans will want to obtain insurance in the VA-admin- 
istered programs, we do not want them denied the right which Congress had 
granted and then removed. We do believe the number of policies issued would 
not be great in considering the total number in force as mentioned above. We 
do know—we have been told—by many World War II veterans that they had 
counted on the right Congress had given to obtain the insurance. They were in 
no position to continue insurance premium payments after their release from 
long periods of active war service. They were struggling to reestablish them- 
selves in civilian life, going to school or employed, and their incomes were 
limited. They had been looking forward to the day that they would be financially 
fixed to pay for the insurance again to afford protection for their families. The 
American Legion has been urged by these veterans particularly to call upon 
Congress to discharge an obligation voluntarily assumed and then disavowed by 
restoring the contract right. 
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H. R. 1629 would reestablish the liens on United States Government life- 
insurance policies of service-connected disabled World War I veterans by for- 
giving. retroactive interest charges. -The-liens were initially established for dis- 
abled veterans mentioned to enable them to revive lapsed war risk or United 
States Government life insurance and regain contract protection. They could 
revive the lapsed insurance before July 3, 1927, by certifying they were unable 
to pay all back premiums due with interest of 5 per centum per annam and 
placing a lien on the policy. 

The initial lien in the bulk of these cases was quite substantial covering 
premiums with compound interest usually from 1919 to 1927. It is believed, as 
the liens have eaten to the heart of their contracts in these service-connected 
disabled veterans’ cases through the compounding of interest through a long 
span of vears, that, even though administrative difficulties may be encountered 
in effecting adjustments, all interest should be forgiven retroactively and the 
liens reconstituted with simple interest to be charged only prospectively at the 
rate established for policy loans. The United States Government has forgiven 
interest payments, has in fact forgiven principal payments, of debts owed of 
significantly greater magnitude and by less worthy debtors than these veterans 
who acquired disability in the active military or naval service of the Nation 
in wartime. 

H. R. 4420 would modify the basis for award of gratuitous national service 
life insurance to a dependent parent. An amendment of December 20, 1941 
to the National Service Life Insurance Act of 1940 granted national service 
life insurance in an aggregate of $5,000 to a limited class of beneficiaries, because 
Congress recognized the suddenness with which World War II was thrust 
upon this Nation and that many of the personnel of the Armed Forces were 
unable te comply with the prerequisites necessary to obtaining insurance or had 
not anticipated the need for adequate insurance protection. 

The limited class of bene/iciaries of this free coverage is composed of widow 
or widower, while unremarried; if none, child or children; if none, dependent 
mother or father. Present statutory requirement is that the relationship and 
dependency of a parent be proved as of the date of death of the insured and 
holds an application valid only when filed within 7 years after such date. This 
stringent limitation has caused denial of the award to a large number of parents 
who, we believe, would have had the protection were the person in service able 
te provide it. Many could not prove dependency as of the exact date of death but 
became shortly theerafter truly dependent. As time goes on more and more 
of these parents could have relied on the support furnished by their children 
had their lives not been lost in the service of their country. 

Similar automatic insurance protection was afforded during World War I 
and there was then no requirement that a parent be dependent nor was a time 
limit imposed for filing for the benefit. 

This bil! would authorize an award of the gratuitous insurance at any time 
after the death of the insured that a parent becomes dependent. The parent 
would have 2 years after the date of enactment or 2 years after dependency 
arises, Whichever is later, to make application. Once established, the dependency 
of a parent would be presumed to continue. It might be mentioned that pres- 
ently, for death compensation purposes, or for the purpose of an additional 
award of disability compensation to a veteran, a payment is made when the 
dependency of the parent is proved to exist. 

H. R. 4421 would grant a veteran released from active service after April 25, 
951, a period of 1 year from date of enactment in which to apply for the 
service-disabled veterans’ insurance under section 620 of the NSLI Act of 1940, 
where service-connection for a disability or disabilities was established by the 
Veterans’ Administration before January 1, 1955, and the agency did not inform 
the veteran of his right to file an application within 1 year from date of deter- 
mination of service connection. 

This nonparticipating national service life insurance was made available from 
April 25, 1951, by section 620 of the NSLI Act of 1940, added by the Insurance 
Act of 1951 (pt. 11 Public Law 23, 82d Cong.). 

A Veterans’ Administration Technical Bulletin (TB S—-218) promulgated 
August 18, 1952, initially established a procedure to inform disabled veterans 
of possible entitlement to insurance when found to have service-connected dis- 
abilities. This procedure required the sending of a notice to veterans discharged 
after April 25, 1951, of the possible entitlement to purchase insurance upon 
determination of service connection. The notice was sent under that procedure 
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when the determination was made for compensation purposes. It will be ob- 
served that the procedure was not provided for until about 16 months after 
approval April 25, 1951, of Public 23. 

In addition to determinations of service connection for compensation pur- 
poses, there are determinations for other purposes. Memorandum ratings are 
made for these purposes. Initially, provision was not made for sending a notice 
at time of such a rating. 

TB 8-218 was canceled by VA Circular No, 4 of July 23, 1953, and the pro- 
cedure was continued in the Manual of Adjudication Procedure (M8s-—5) in 
paragraph 75.3. The present procedure is set forth in MS—5 of October 1, 1954, 
in paragraph 116. This provides for release of notice of potential entitlement 
to insurance to those veterans discharged on or after April 25, 1951, upon the 
original grant of service connection for compensation purposes and upon. a 
determination of service connection made in a memorandum rating for any 
purpose other than outpatient treatment for noncompensable dental conditions 
or for treatment purposes in neuropsychiatric cases under Public Law 239, 82d 
Congress. 

It is our belief that those veterans who failed to receive notice of their 
potential entitlement to purchase the insurance under section 620 up to December 
31, 1954, from which date ample notice should be given, should have 1 year from 
date of enactment to apply for the insurance. 

H. R. 4422 would amend section 621 of the National Service Life Insurance 
Act of 1940, added by the Insurance Act of 1951, to allow veterans to obtain 
nonparticipating national service life insurance on either 5-year level-premium- 
term cr permanent plans, where otherwise eligible under provisions of the 
section. 

Only 5-year level-premium-term plan insurance is obtainable under section 
621 presently, it being provided that this insurance may be renewed for successive 
5-year term periods at the attained ages. It may not be exchanged for or con- 
verted to insurance on any other plan. 

For insurance coverage over a long period of years, term insurance is not good 
insurance purchasing. The constantly increasing term insurance premium in 
the higher-age groups makes it more difficult to retain the protection when it is 
most needed. It is a frequent complaint of veterans holding term insurance 
policies in their later years that they are in the position that they cannot afford 
io keep the insurance and they cannot afford to drop it. 

The American Legion has consistently urged veterans of World Wars I and II 
to convert their term insurance to permanent plans just as soon as they are 
financially able to do so, pointing out that a constant premium is payable on 
permanent plans and that reserves are created on such plans. It is stressed 
that they pay only for pure insurance protection under term policies as pre- 
miums are paid from month to month and no cash values are created. It is our 
firm belief that veterans eligible to obtain insurance under section 621 should 
have the right to obtain permanent plans of insurance and should not be forced 
into the position that throughout their lifetimes they have only term insurance 
protection where an inadvertent lapse at a critical period might lose insurance 
earried for years. 

H. KR. 4423 would amend section 602 (n) of the NSLI Act of 1940 effective 
October 8, 1940, so that premiums could be waived on account of continyuoys 
total disability not only while insurance is in force under premium-paying condi- 
tions but also when deemed in force under section 602 (m) (2). An application 
would be valid if filed by the insured or beneficiary within 1 year after date of 
enactment. While only a few cases will be affected, undoubtedly there is an 
urgent need for the protection the amendment would afford. 

The Insurance Act of 1946 (Public Law 589, 79th Cong., approved August 1, 
1946) added section 602 (m) (2) to the NSLI Act of 1940, effective October 8, 
1940, to continue insurance protection for certain categories of persons in active 
service. It provided that, where an insured authorized deduction of premiums 
from his service pay, the insurance would be deemed not to have lapsed even 
though deduction of premiums was discontinued because the insured was dis- 
charged to accept a commission; or, was absent without leave, if restored to 
active duty; or, was sentenced by court-martial, if restored to active duty, 
required to engage in combat, or killed in combat. Under this section this 
protection continued only so long as the insured remained in active service 
prior to August 1, 1946. 

The insurance deemed in force under section 602 (m) (2) is not considered by 
the Veterans’ Administration to have been in force under premium-paying 
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conditions, a prerequisite to premium waiver for continuous total disability 
extending for 6 or more menths under section 602 (n) of the NSLI Act. It is 
our sincere belief that insurance protection should be continued beyond August 
1, 1946, where deemed in force under section 602 (m) (2) for those persons who 
become totally disabled and continue to be. This purpose would be effected by 
the proposed amendment. 

H, R. 5955 would amend the third proviso of section 602 (n) and section 602 (1r) 
of the National Service Life Insurance Act of 1940, to assure that the findings 
of the Administrator of Veterans’ Affairs made under the mentioned sections 
would not be final but would be subject to judicial review. 

Subject to specific limitations as to time for filing application and other condi- 
tions not material here, the Administrator is authorized under section 602 (n) of 
the National Service Life Insurance Act to waive premiums on national service 
life insurance during the continuous total disability of the insured which con- 
tinues or has continued for 6 or more consecutive months. The third proviso of 
section 602 (n) reads: “Provided further, That in any case in which the Admin- 
istrator finds that the insured’s failure to make timely application for waiver of 
premiums or his failure to submit satisfactory evidence of the existence or con- 
tinuance of total disability was due to circumstances beyond his control, the 
Administrator may grant waiver or continuance of waiver of premiums.” 

Section 602 (r) in part provides: 

“In any case in which premiums are not waived under subsection (n) hereof 
solely because the insured died prior to the continuance of total disability for 
6 months, and proof of such facts, satisfactory to the Administrator of Veterans’ 
Affairs, is filed by the beneficiary with the Veterans’ Administration within 1 
year after the enactment of this amendment, or 1 year after the insured’s death, 
whichever is the later date, his insurance shall be deemed to be in force at the 
date of his death, and the unpaid premiums shall become a lien against the 
proceeds of his insurance.” 

Section 617 of the National Service Life Insurance Act of 1940, as amended 
July 11, 1942. provided: 

“In the event of a disagreement as to a claim arising under this part, suit may 
be brought in the same manner and subject to the same conditions and limita- 
tions as are applicable to United States Government life (converted) insurance 
under the provisions of sections 19 and 500 of the World War Veterans’ Act, 1924, 
as amended: Provided, That in any such suit the decision of the Administrator 
as to waiver or nonwaiver of premiums under this act as now or hereafter 
amended shall be conclusive and binding on the court.” 

Section 617 was amended by section 14 of Public Law 589, 79th Congress, ap- 
proved August 1, 1946, to repeal the mentioned proviso. The courts have held 
that the Congress, by repealing the proviso, intended to make the findings of the 
Administrator of Veterans’ Affairs under section 602 (n) and section 602 (r) 
subject to judicial review. (United States v. Roberts, 197 Red. (2d) 893, and 
Jensen v. U. S., 94 Fed. Supp. 468.) The Department of Justice has advised the 
Veterans’s Administration that the decisions in the mentioned cases are regarded 
as correct interpretations of the law and that the jurisdiction of the Federal 
courts in cases falling under the third proviso of section 602 (n) or section 602 
(r) will not be questioned further. 

The underscored provisions of sections 602 (n) and (r) above show the dis 
cretionary power of the Administrator. Until the court decisions cited, the 
Department of Justice had questioned jurisdiction of the courts. It is now 
shown that the Department of Justice has accepted these decisions and will not 
oppose assumption of jurisdiction by the courts. It might thus appear that the 
recommended amendments to existing law would not be necessary. 

In the 83d Congress, the American Legion had sought enactment of the amend 
atory legislation proposed in this bill. The House Committee on Veterans’ 
Affairs deemed enactment unnecessary. Further consideration was given the 
question by the insurance advisory board, meeting February 26 and 27, 1955. It 
was the consensus that, notwithstanding the advice given the Veterans’ Adminis 
tration by the Department of Justice, enactment of the measure would be desir 
able on the basis that the policy determined administratively might be changed 
in future. The national rehabilitation commission on February 28, 1955, con- 
curred and reqiured that steps be taken to support enactment of the amendatory 
legislation. 

We respectfully request that this committee favorably report these 12 bills. 

Thank you very much. 
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Mr. Srevens. It is recognized that all of the testimony here offered 
will have the thoughtful consideration of each member of the com- 
mittee. 

H. R. 6419 is another bill which our insurance advisory board, 
national rehabilitation commission, and national executive committee 
recommend for enactment. It was introduced by Mr. Aspinall by 
request of the American Legion on May 23, 1955, after the announce- 
ment of this subcommittee’s hearings. It is not one of the 12 bills 
covered in my formal statement. 

This bill proposes for servicemen’s indemnity purposes to redefine 
prospectively the terms— 

(1) “Stepchild” so that such a child would be im the permitted 
class of beneficiaries only if a member of the household of the person 
with indemnity coverage or if designated by him; and 

(2) “Stepparent” so that such a parent would only be in the per- 
mitted class of beneficiaries as one who stood in loco parentis to the 
person with indemnity coverage for a period of not less than 1 year 
prior to such person’s entry into active service, unless designated as 
a een iese 

Under present law, it is entirely possible that an indemnity payment 
be made to a stepchild or to a stepparent of a serviceman, who was not 
even aware of the person’s existence, causing members of his family, 
whom he might well expect would benefit, to receive lesser amounts 
than would be payable otherwise, or no payment whatever. 

For national service life-insurance purposes, when the benefici: uy 
class was limited by statute, it was required that a stepchild or a step- 
parent be designated as beneficiary, before an award of the proceeds 
could be made, except that a stepparent could be held to be a bene- 
ficiary otherwise upon a loco parentis showing. 

It is not believed that the indemnity should be awarded a step- 
child or stepparent only by reason of the bare legal relationship by 
affinity. Such relationship carries with it none of the ordinary recip- 
rocal obligations of parent and child. This is why it is here proposed 
that, to be eligible to an award, a stepchild or a stepparent be desig- 
nated to show clearly the wish of the serviceman that such child or 
parent benefit, otherwise, as to a stepparent, that there shall have been 
an assumption by such parent of mutual obligation of service and 
support. 

It is requested that this bill be favorably reported. 

H. R. 1615 will permit the United States to be sued where policy- 
holders or beneficiaries are in disagreement with Veterans’ Adminis- 
tration decisions on insurance issues other than on claims. Presently, 
suit may be brought in district courts only in the event of disagree- 
ment as to a decision on a claim. 

H. R. 1617 would provide for the automatic waiver of all term- 
insurance premiums and of the portion of a permanent plan insurance 
premium representing the cost of the insurance risk, for members of 
the Armed Forces missing in action or captured in Korea before 
April 26, 1952. This will benefit those unable to apply for this bene- 
fit affor ‘led other members of the Armed Forces not so situated. 

Regarding H. R. 1617, these additional comments are believed perti- 
nent, in view of the discussion during yesterday’s hearing on H. R. 
1842, a bill with an almost identical purpose sponsored by the Depart- 
ment of Defense. 
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Both bills would provide that waiver of the cost of the part of each 
premium, representing the pure insurance risk, on permanent plan 
policies would be automatic, if the death of the insured occurred, or 
he was declared dead, while in a missing status or where his death 
occurred on or prior to the last day of the 120-day period which either 
bill would give him for applying for the waiver. It would seem that 
it would be better were the Administrator of Veterans’ Affairs granted 
discretionary authority, so that the waiver would be gr anted only 
where financially advantageous. This is mentioned because sizable 
dividends might be payable on United States Government or national 
service life insurance. Where such policies are placed under a section 
622 waiver, they are nonparticipating thus no dividends are payable. 
The dividend payment could well be greater than would be the refund 
of the amount of the premium representing the pure risk cost. A 
slight alteration of the bill would accomplish this purpose. 

The Department of Defense spokesman told the committee that 
a total of 1,941 members of the Armed Forces was listed as missing 
or missing im action in the 1-year period beginning April 25, 1951. 
This is then the outside number of persons who would benefit by enact- 
ment of our bill, H. R. 1617. We think the actual number could be 
less, as some would have servicemen’s indemntiy coverage and no in- 
surance at all. It is certainly reasonable to ask that this group be 
author ion to have the waiver the proposed amendment to section 622 
would provide. A total of 1,339,550 NSLI policies were under waiver 
on June 50, 1953, just before the armistice of July 27, 1953, benefiting 
insureds who had an opportunity to apply. Of these, 78,800 were on 
permanent plans and 1,260,750 on term plans. USGLI policies under 
waiver on the same date totaled 4,279; permanent plans, 3,250; term 
plan, 1,029. 

The USGLI and NSLI trust funds are not adversely affected by the 
waiver. Whenever benefits become payable, because the insurance 
matures while the contract is under this premium waiver, the Govern- 
ment assumed in section 622 the liability for the cost of the benefits in 
excess of the policy reserves. This cost is met for NSLI from the 
NSLI appropriations and for USGLI from the military and naval 
insurance appropriation. This liability was assumed without ques- 
tion for insureds on 1,343,829 policies and should be for the less than 
1,941 who were missing or missing in action and could not apply. The 
additional liability would be negligible. 

H. R. 1619 would provide for the automatic renewal of a term policy 
expiring within 120 days after separation from active service as is 
authorized presently when expiry occurs during service and, to prevent 
damage to USGLI or NSLI trust funds, would charge to appropria- 
tions excess losses resulting from regranting or reinstating permanent 
plan insurance without medical examination under section 5 of the 
Servicemen’s Indemnity Act of 1951. 

H. R. 1622 would permit a court to allow counsel an adequate fee in 
suits filed for premium waiver on account of total disability in vet- 
erans’ cases. There is no monetary payment in such cases and the 
present statutory limitation on payment of fees prevents employment 
of attorneys by veterans seeking to file suits for waiver. 

H. R. 1623 would let the Veterans’ Administration issue participat- 
ing national service life insurance to veterans who applied before April 
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25, 1951, but were denied and told to reapply after a symptom-free 
waiting period. When the VA told these ——— to do this, it was 
not know n that amendatory legislation of April 25, 1951, would term1- 
nate the right to obtain it. 

HI. R. 1627 would restore the right, removed by the Insurance Act 
of 1951, of insurable veterans of World Wars I and II to obtain United 
States Government and national service life insurance, respectively. 
This is a measure of grave concern to World War II veterans 
particularly. 

I might say that the American Legion does appreciate that Con- 
gressman Fino in his testimony yesterday, and the veterans’ or- 
ganizations preceding me here in the chair, all are concerned with 
enactment of legislation such as this. Its immediate enactment is 
needed to afford the protection we think these men need and want to 
buy. 

H. R. 1629 would benefit service-connected disabled World War I 
veterans who placed liens on their United States Government life 
insurance policies before July 3, 1927, and now find that the onerous 
compound interest charge by the Government has eaten to the heart 
of their contracts. Only premiums unpaid when reinstatement was 
effected would constitute the lien; interest retroactively would be 
forgiven; simple interest at the rate charged for policy loans would 
be payable on the lien following date of enactment. 

H. R. 4420 would so modify the basis for award of gratuitous na- 
tional service life insurance to a dependent parent that, instead of 
the existing statutory requirement that dependency of the parent be 
established at date of death of the insured and that claim be filed 
within 7 years after such date, an award could be made at any time 
a parent becomes dependent and a claim would be timely filed if made 
within 2 years after date of enactment or after dependency arises, 
whichever is later. 

H. R. 4421 would enable veterans of service entitling them to ob- 
tain the service-disabled veterans’ insurance under section 620 of the 
NSLI Act, determined by the Veterans’ Administration before Janu- 
ary 1, 1955, to have a service-connected disability, to apply for the 
insurance within 1 year from date of enactment. Before the date 
mentioned many veterans were not informed by VA that they had the 
right to apply for such insurance within 1 year from date service 
connection was established. 

H. R. 4422 would authorize veterans to secure either term- or 
permanent-plan policies under section 621 of the NSLI Act. They 
are now permitted only to obtain 5-year renewable term policies. 
This measure is of vital interest to veterans of service on or after 
April 25, 1951. 

There is one thing that I would like to stress at this point; that is, 
that none of the 13 bills the American Legion is asking this Con- 
gress to enact will adversely affect the United States Government or 
national service life insurance trust funds. The question was raised 
at yesterday’s hearing of the possible effect, of enactment of the thirty- 
odd bills under consideration, on these funds. 

Mr. Asprnauu. Let the Chair ask: You are not contending that there 
is not something in these bills that might adversely affect the genera! 
fund of the Treasury of the United States? 
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Mr. Stevens. It might call for appropriations, Mr. Chairman, but 
the national service life insurance and USGLI trust funds would be 
unimpaired. 

Mr. Aspinaty. All right. 

Mr. Srevens. The chairman and members of the committee ex- 
pressed interest at yesterday’s hearing in the differenc es between 
the insurance programs administered by the Veterans’ Administra- 
tion for veterans of World War I, World War II, and Korea. We 
sincerely appreciate this interest, firmly believing that the Congress 
should take steps to improve the program which was initiated by the 
act of April 25, 1951, for veterans who were covered by the service- 
men’s indemnity during active service. 

These veterans can obtain nonparticipating national service life 
insurance on a renewable term basis only upon application within 
120 days after separation from active service. We advocate in H. R. 
4422 that such veterans be allowed to obtain the insurance under 
either term or permanent plans, but recognize that with the present 
premium rate basis that the cost of term and permanent plans is 
excessive because the heavily loaded Commissioners 1941 Standard 
Ordinary Table of Mortality and .an unrealistic 214 percent per 
annum interest must be used in the calculation. We earnestly recom- 
mend that this committee seriously consider amendment of ‘the pro- 
visions not only of section 621 with which H. R. 4422 is concerned 
but of section 620, with a view to providing for the adoption of a 
table of mortality which, with a reasonable interest rate, comparable 
to what commercial companies are earning on their invested funds, 
will prevent the present premium overcharge to veterans entitled to 
nonparticipating NSLI under section 621. Although we have not 
proposed this in our bill, it is truly needed. 

The committee was informed by Veterans’ Administration witnesses 
yesterday that the revolving fund in the Treasury for veterans’ spe- 
cial term insurance has a considerable surplus. It is not thought 
that the Government intends to make money in the conduct of this 
insurance business. As the insurance is nonparticipating, the Gov- 
ernment may not return to insureds their proportionate share of the 
assets, not required to cover the risk, the surplus brought about by 
an approximately 40 percent premium overcharge. The committee 
may want to make the insurance participating to permit the return. 
There are several possibilities which we feel the committee will want 
to explore in the interest of providing more attractive postservice 
insurance for veterans entitled by virtue of inservice indemnity 
coverage. 

H. R. 4423 would alter the basis for waiver of premiums on account 
of total disability so that they could be waived on insurance deemed 
in force in certain cases before August 1, 1946, under provisions of 
section 602 (m) (2) of the NSLI Act of 1940 as well as is presently 
provided, ae on insurance in force under premium-paying 
conditions. aan 

H. R. 5955 would assure the right of court review of all cases in 
which there is a disagreement with a Veterans’ Administration deci- 
sion on waiver of premiums on account of continuous total disability 
by withdrawing from the Administrator certain discretionary author- 
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ity now conferred in the governing statutes. The American Legion 
asks that this committee report favorably the above bills, which it 
Sponsors. 

Before concluding a comment needs to be made regarding certain 
other bills scheduled for this hearing. Our insurance advisory board 
in February carefully studied their efforts and recommends against 
their enactment; the national rehabilitation commission concurring, 
although recognizing the good faith of the distinguished Members 
of Congress who have introduced them. 

H. R. 107 would hold that United States Government or national 
service life insurance policies would be paid up and would require 
no further premium payment from insureds who have attained age 
70 and have paid premiums for 25 years. This is not in accord with 
sound insurance practice. Special consideration would be given to 
a limited group of insureds at the expense of others whose beneficial 
interest in the mutual trust funds would be impaired. 

H. R. 123 would allow the blinded to obtain new national service 
life insurance and waive good health requirements for those with 
service-connected disabilities, if application is made within 1 year 
from date of enactment. This would be discriminatory in favor of 
a selected group. While recognizing the plight of the blinded, it is 
not our opinion that they would themselves elect to be given a special 
privilege above others whom they could well believe are more greatly 
disabled than they. 

It might be mentioned in this regard, Mr. Chairman, that should 
the Congress at this time decide to restore the right of contract, 
USGLI or NSLI, a part of this segment of World War II veterans 
would be protected; in the event, also, that provision were made for 
the waiver of service-connected disability less than total in degree. 

H. R. 268 would provide for the payment of servicemen’s indem- 
nity to the beneficiary of United States Government or national serv- 
ice life insurance; in event of the failure of the person who served to 
designate a beneficiary for indemnity purposes or should no benefi- 
ciary designated for the purpose survive, provided that the insurance 
beneficiary is in the limited class to which the indemnity is payable. 
It is entirely possible that the insured under contract, who had desig- 
nated a beneficiary for insurance, would desire the indemnity payment 
made within the specific class and in the order and proportions now 
statutorily provided. This indemnity award should be made to a 
beneficiary designated for the purpose, and it would appear that the 
Armed Forces should take greater pains to assure a designation. 
Fewer contests would arise if persons entitled to indemnity coverage 
were required immediately upon entrance into service to designate 
beneficiaries or state in writing that they declined. 

H. R. 721 would provide that any person having United States Gov- 
ernment life insurance in force on his 70th birthday would be deemed 
permanently and totally disabled thereafter for insurance purposes. 
This would mean the award of monthly disability benefits and waiver 
of premiums to a selected group. It would be discriminatory in that 
it would favor such insureds at the expense of the other contributors 
to the mutual fund. If disabled so as to prevent the pursuit of sub- 
stantially gainful employment, insureds under such contracts can 
obtain the disability benefit and premium waiver at any age. An in- 
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sured at age 70 would have no difficulty in maturing his contract 
under the permanent total disability clause, if not so employed. 

H. R. 5304 would benefit a selected class of veterans of service in 
World War II or the Korean conflict who have made home loans, by 
establishing a new insurance program for the Veterans’ Administra- 
tion to administer to insure payment of a loan balance in event of a 
veteran’s death. This would place the Government in direct compe- 
tition with commercial insurers from whom veterans can obtain in- 
surance for the purpose. There was a fully justified basis for creating 
other insurance programs for members of the Armed Forces and vet- 
erans. There is none for this, where civilian homeowners can readily 
purchase the type of insurance here proposed. 

These last five bills we think the committee will want to study very 
carefully, and we do not recommend their enactment. 

1 thank you very much. 

Mr. Asprnauy. Off the record. 

(Discussion off the record.) 

Mr. AspINALL. May the Chair ask this question with reference to 
the last five bills: Has the Legion taken a position on these bills in 
its convention assembled, or has the official body speaking for the 
Legion taken a position 4 

Mr. Stevens. No, sir, Mr. Chairman. I tried to make it clear that 
neither the national convention nor the national executive committee, 
our two governing bodies, has spoken as concerns these bills. My 
statement regarding the five bills was made on the basis of careful 
study of them by our insurance advisory board February 26 and 27, 
1955, which study was concurred in, as were the recommendations, 
by our national rehabilitation commission. The full commission is 
composed of 1 niember from each of the 49 continental departments, 
which met here in Washington on February 28, 1955. 

Mr. AspinatL. Thank you very much. Mr. Teague, do you have 
any questions / 

Mr. Traeve of California. No questions. 

Mr. Asprnati. Thank you, Mr. Olson and Mr. Stevens, for your 
presentation. 

Mr. Ouson. Thank you very much, Mr. Chairman. 

Mr. Stevens. Thank you. 

Mr. Asprnauu. Is there anyone in the room other than Mr. Knapp 
who wishes to present testimony ? 

(No response.) 

If not, we will listen to Mr. Donald Knapp of the Veterans’ Admin- 
istration, who represents Mr. Birdsall. 


STATEMENT OF DONALD KNAPP, OFFICE OF LEGISLATION, 
VETERANS ADMINISTRATION, ACCOMPANIED BY WILLIAM 
POISSANT, CHIEF ACTUARY OF THE DEPARTMENT OF INSUR- 
ANCE, AND FRANK M. GERARDI, INSURANCE COUNSEL, VET- 
ERANS’ ADMINISTRATION 


Mr. Knapp. Mr. Chairman and gentlemen of the committee, my 
name is Donald Knapp, of the Office of Legislation, Veterans’ Admin- 
istration. Iam accompanied by Mr. William Poissant, Chief Actuary 
of the Department of Insurance, and Mr. Frank M. Gerardi, In- 
surance Counsel. 
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\s the chairman indicated, Mr. Birdsall is absent this morning. h 
was necessary that he attend with the Administrator a special meeting 
of the Senate Appropriations Committee. He regrets he is not able 
to return today. 

Mr. Asprnau. We are regretful he is not here. We are very glad 
to have you in his place, Mr. Knapp. 

Mr. Knapp. Thank you, sir. 

Mr. Asprnatu. The chairman has one question to ask you before you 
begin. It has been noted that there are no reports for several of the 
bills. Will those reports be forthcoming soon ? 

Mr. Knapp. We will be glad to submit, or complete the follow- 
through on the committee’s request for all, or such bills as the com- 
mittee, or staff, following the hearings, specifically asks for reports 
on. We regret that we have not been able to complete all of them 
to date in view of the pressure of time. As you might know, some of 
these matters are very complicated and technical, and some of the 
reports did involve a great deal of time and the scheduled hearing 
approached before we could complete all of them. 

Mr. Asprnact. I am sure that the gentleman from California, Mr. 
Teague, will agree with the chairman ‘and with you that they are very 
complicated. 

Mr. Tracusz of California. I certainly do. 

Mr. Kwarr. In that connection, Mr. Chairman, I might say it is 
because of that fact that it probably would be infe sasible, and cer- 
tainly most time-consuming should I attempt to follow in detail the 
Veterans’ Administration reports that have been made on these bills, 
and likewise, attempt to discuss in detail extemporaneously the re- 
maining bills of some 33 in the group. 

Accordingly, I have prepared a brief analysis and résumé of com- 
ments on each bill, grouped as best we could, according to general 
purpose. 

We have been able to group them into 11 categories. As you know, 
some are identical and many are similar in general purpose. I would 
like to follow this brief analysis with the privilege of interpolating 
from time to time, and I will further ask that the committee feel free 
to interrupt at any time to ask particular questions on a bill, or some 
phase of a bill. 

Mr. Asprnatu. Permission will be granted for you to proceed as you 
have suggested. 

Mr. Knapp. In the first grouping we have included those bills re- 
storing the right to apply for insurance, which subject, I believe, has 
been highlighted, perhaps by all of the service organization witnesses 
and some of the members who testified vesterday, as an area of con- 

cern and perhaps requiring careful consideration of the committee. 


H. R. 1627 ann H. R. 5574 


These bills would restore the eligibility of veterans of World War 
and World War IT to apply for and be granted Government life 
mnsurance by virtue of their having served during specified periods. 
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This privilege was in effect until the enactment of Public Law 23, 82d 
Congress, which, with certain limited exceptions, barred the further 
issuance of Government life insurance. The VA report on these 
bills, dated May 25, 1955, points out that one of the purposes of 
Public Law 23 was to terminate the further issue of insurance insofar 
as practicable. It appears that World War I veterans had over 22 
years within which to apply for insurance under the World War 
Veterans’ Act and World War II veterans had more than 4 years to 
apply for national service life insurance. The report takes the posi- 
tion that whether the right to apply for insurance should now be 
restored and extended indefinitely as proposed by these bills is a matter 
of policy for determination by the Congress, but it is suggested that 
with the widespread availability of commercial insurance today for 
veterans in civilian life the need for the Government to extend its 
present activities in the insurance field as proposed by these bills is 
not apparent. The Bureau of the Budget has advised that the enact- 
ment of either bill would not be in accord with the program of the 
President. 

Related bills on this subject are H. R. 123, H. R. 1623, H. R. 1845, 
H. R. 2163, and H. R. 3664. These bills would restore the right to 
apply for insurance under various limitations and with respect to 
particular groups of persons. In most instances the bills would re- 
strict the period for application to 1 year after date of enactment. 
There is offered for the record a comparative chart of these bills in- 
dicating their specific purposes and effects. 

This chart might serve to assist the committee in studying the re- 
lation of these bills, one to another. 

Mr. Asprnatu. Unless there is objection, the chart offered at this 
time will be made a part of the record at this point in the hearings. 
Hearing no objection, it is so ordered. 

(The chart referred to is as follows :) 


Comparison of bills restoring right to apply for insurance 


Restore 
sec. 310, 
World War Restore sec. 602 (c) (2), National ae 
Bills Veterans’ Service Life Insurance Act of Restore right of service connected 
Act, 1940, as amended disabled to apply ! 
1924, as 
amended 
H, R. 123. ay No Yes, but limited to persons blind 
in both eves (with 5/200 visual 
acuity or less). 
H. R. 1623_- No No Yes, but limited to those cases 
denied insurance under sec 
602 (c) (2) because a symptom 
free waiting period did not ex 
pire prior to Apr. 25, 1951 
H. R. 1627, H. R. 5574 Yes Yes No 
H. R. 1845 ...| Yes Yes Yes. 
H. R. 2163 No Same effect, but specifically | Same effect 
avren’'s s*e. 619. 
H. R. 3664 No Yes, but requires 90 days service | Yes 


and honorable discharge or, if 
less than 90 days service, a dis- 
charge for service-connected 
disability 


Appropriations would bear cost of insurance issued to service-connected disabled, except under H. R. 123 
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Continued 


Bills Service dates Types of insurance tobe | Time w ithin w hich appli- 
issued cation must be made 
H. R. 123 Norequirementastoserv- | Any plan NSLI- Within 1 year from the 
ice dates but must have date of enactment. 
been insured under the 
National Service Life 
Insurance Act. 
H. R. 1623.- Between Oct. 8, 1940, and | ; Not specified; may in- | 6 months after expiration 
Sept. 2, 1945. tend to issue NSLI of symptom-free wait- 
: (amount or maximum ing period, or, date of 
not indicated). enactrrent, whichever 
I be the later. 
H. R. 1627, H. R. 5574 World War I, Oct. 6,1917- | Any plan USGLI; any | No limitation. 
July 2, 1921; World War | plan NSLI. 
II, Oct. 8, 1940-Sept. 2, | 
1945. 
H. R. 1845 A en ak , 1 year after date of enact- 
ment. 
H. R. 2163... | Oct. 8, 1940-Sept. 2, 1945 5-vear level premium Do. 
| term plan. 
Oe. 2. ..--<45 | Oct. 8, 1949 to prior to |--.-.do._.- ; c Do. 
Apr. 25, 1951. | 
Mr. Knapp. Mr. Chairman, the second category of bills we have 


2] 
23, 8 


is entitled, Insurance Rights Granted by Public Law 23, 82d Congress. 


H. R. 803 


This bill would extend the time within which certain insane veterans 
may apply for insurance under section 621 of the National Service 
Life Insurance Act of 1940. Application for postservice insurance 
under section 621 must be made within 120 days after separation from 
active service. The bill would extend to 1 year after the date of its 
enactment the period during which any person who is shown to be 
insane at the time of separation from active service may apply. The 
bill does not define the word “insanity” and it is suggested that if 
fu.ther considered the words “mentally incompetent” be substituted 
for the word “insane.” The VA report of May 10, 1955, indicates 
that the question of whether the period for filing application i in such 

cases should be extended is a matter for the Congress to determine. 
The Bureau of the Budget has advised that it recommends against 
favorable consideration of the bill because it might serve as a precedent 
for further exceptions to the sound criteria for the issuance of insur- 
ance embodied in existing legislation. 

I might add at this point that Mr. Downer’s suggested amendment 
to this bill is well taken. The precise language » of the amendment 
may require some further study. Apparently the sponsor of H. R. 803 
intended to take care of a veteran, or a group of veterans, who by this 
time have either regained competency, or have a guardian to act for 
them, so the bill w ould only authorize ¢ application within 1 year from 
its enactment. Obviously, that would not afford relief to all future 
cases of mental incompetency. 


H. R. 1617 


This bill would authorize automatic waiver of premiums pursuant 
to section 622 of the National Service Life Insurance Act of 1940, as 
amended, in the case of persons determined to have been in a missing 
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or similar status at any time during the 1-year period after the enact- 
ment of Public Law 23 (April 25, “1951). This section currently re- 
quires an application on the part of the insured to secure the benefits 
of waiver. It is apparent that insureds missing in action had no 
opportunity to make such application and accordingly, without fault 
on their part, have been denied this benefit while in such status. 
Subject to a slight amendment, the VA reported to the committee 
under date of May 18, 1955, that it has no objection to the favorable 
consideration of this bill by the committee. 

That slight amendment referred to was also alluded to by Mr. 
Stevens in his testimony this morning, and he pointed out clearly the 
objective or purpose of the suggestion made in the Veterans’ Admin- 
istration report. 

H. R. 1842 


This bill is similar to H. R. 1617, but would also extend retroactively 
and in the future the waiver benefits of section 622 to cadets and mid- 
shipmen. Cadets and midshipmen are not deemed to be in the active 
military service for the purposes of the National Service Life Insur- 
ance Act. Accordingly, if they have secured Government insurance 
while in some other status they are precluded from securing waiver of 
premiums under section 622. This bill is recommended by the De- 
partment of Defense, and was explained yesterday by representatives 
of that Department. It is estimated that the additional cost to the 
Government by reason of enactment of either bill would be negligible. 
It would arise only in cases in which the insurance matured during 
the waiver period by death due to a non-extra-hazard cause. With 
respect to the missing-in-action cases, few, if any deaths while in that 
status would not be traceable to the extra hazard of military service. 


H. R. 1619 


This bill would amend section 5 of the Servicemen’s Indemnity Act 
of 1951 in two respects. This section provides that if a policy of 
5-year level premium term insurance expires while the insured Is in 
the active service a new policy may be issued upon application within 

120 days after separation from service. However, in cases where term 
insurance expires during the 120 days after service (in which period 
there is usually full indemnity protection) there is no authority to 
grant new term insurance. While the law authorizes automatic re- 
newal of term insurance, such insurance must be in force at the expira- 
tion of the term. The automatic renewal does not apply if the term 
insurance is in a state of lapse at the time of expiration, which is 
common in those cases where they have dropped the term insurance 
in order to take advantage of the free indemnity. It would appear 
equitable to authorize the granting of new term insurance where the 
term expired during the 120-day period after separation as well as 
during active service. To this extent, the VA has no objection to 
section 1 of this bill. However, the broad language would also ex- 
tend a further period (120 days after enactment) for cases of expira- 
tion during service which alres ady have 120 days within which to apply 
for new insurance. This further extension does not appear to be 
justified. It may possibly be an inadvertence in drafting. 
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Section 5 of the Servicemen’s Indemnity Act also authorizes holders 
of permanent plan insurance to surrender their policies while in active 
service (in order to take advantage of the free indemnity) and rein- 
tate or secure a new policy of such insurance within 120 days after 
separation from service. Section 2 of this bill seeks to charge the 
insurance appropriations, rather than the trust funds, for the excess 
losses resulting from the regranting or reinstating of insurance under 
this section without medical examination. This is a laudable pur- 
pose in order to save the trust funds from unjust impairment. How- 
ever, as pointed out in the VA inal of May 26, 1955, it would be 
infeasible, if not impossible, in many cases to determine whether or 
not there were impaired risks at the Sie of reinstatement or regrant- 
ing of insurance, bearing in mind that the section itself says insurance 
shall be reinstated, or regranted without medical examination, so 
obviously we could not canis such an examination. It would be a 
matter of happenstance whether we had information, or information 
was forthcoming, as to the particular condition at that time. 

On the other hand, the VA indicates in its report that in all cases 
where there is shown to be a total disability at the time application 
for reinstatement or regranting of insurance is made, there is a clear 
liability which is ascerti ainable with respect to waiver of premiums, 
total disability income benefits and excess mortality costs where the 
insurance matures by reason of the death of the insured from such 
total disability. The VA feels that the trust funds should clearly be 
relieved of this liability and has recommended a specific amendment 
to the bill which would accomplish this objective. 

The specific language appears in the Veterans’ Administration re- 
port on the bill which has been placed in the record. 


H. R. 4421 


The purpose of this bill is to extend for a period of 1 year from the 
date of its enactment the time during which persons with service- 
connected disabilities who were not informed by the Veterans’ Admin- 
istration of their right to apply for insurance under section 620 of the 
National Service Life Insurance Act may now make application. 
Exising law authorizes application for such insurance to be made 
within 1 year from the date service connection of the disability is 
determined by the VA. There is offered for the record a brief 
chronological statement of various channels and media used by serv- 
ice departments, the VA, service organizations, and the press to inform 
disabled veterans of their rights to this insurance since the enact- 
ment of Public Law 23, 82d Congress, on April 25, 1951. 

If the chairman desires, I would be glad to vedi ‘this chronological 
statement at this time. 

Mr. Asprnau. I think it would be well. 

Mr. Kwarr (reading) : 

1. Public Law 23, 82d Congress, was approved April 25, 1951. 

2. On that date the Information Service of the Saharan’ Administration dis- 
tributed a release to the press, radio, and wire services setting forth the benefits 
provided by the law including the special type of insurance available to persons 
suffering from service-connected disabilities. 

8. On April 30, 1951, the Veterans’ Administration advised the Secretary of 


». 
»» 


Defense of the insurance and indemnity benefits available under Public Law 23. 
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4+. Numerous newspapers, radio, and news broadcasts disseminated informa 
tion on the law. As early as May 1, 1951, one of the veterans’ organizations 
fully advised their regional field directors, national claims officers, and depart 
ment service officers of the benefits available under Public Law 25. 

5. insurance Information Bulletin IB 9-18, May 15, 1951, “Summary of the 
Provisions of Public Law 23, 82d Congress, Approved April 25, 1951” was dis 
tributed to all district offices, regional offices, field offices, hospitals, and centers 
of the Veterans’ Administration. 

6. On June 26, 1951, the Information Service of the Veterans’ Administration 
distributed to the press, radio, and wire services a special release limited to 
the right of service-connected disabled to apply for insurance under section 620 
of the National Service Life Insurance Act of 1940, as amended, 

7. Veterans’ Administration regulation 3400 (E) on the subject was pub 
lished in the Federal Register December 27, 1951 (16 F. R. 129888, December 
27, 1951) (88 CFR 8.00 (E)). 

The Armed Forces pamphlet prepared by the Department of Defense, en 
titled “Facts for Your Future” for release to those who may be separated from 
the Armed Forces with physical disabilities, issued originally January 14, 1952 
carried full information on the subject. 

9. Veterans’ Administration Technical Bulletin Th-—8—218, August 18, 1952 (now 
VA Manual 8-5, par. 116), established procedures whereby the letter informing 
veterans, who were released from active service on or after April 25, 1951, and 
found to have service-connected disabilities, of the original grant of service- 
connection would contain in the body thereof, or by insert, a notification that they 
may under certain conditions be eligible to purchase national life insurance “with 
in 1 year from the date finding is made of service-connection for your disability, 
which in your case was——.” 

10. Present procedure provides for notifying the veteran following discharge 
from active service of the status of his insurance if he has Government life in 
surance and if the veteran never had Government life insurance, a form is 
mailed to the address given on the “Report of Separation From the Armed bL‘orces 
of the United States” notifying him that he may be eligible to apply for section 
620 or section 621 insurance. The Veterans’ Administration has also prepared 
insurance pamphlets covering the rights and benefits available to service- 
men and veterans under the provisions of Public Law 23. Those pamphlets have 
been supplied to the Department of Defense for distribution to the service- 
men at the time of discharge. Those insurance pamphlets have also been sup- 
plied to service organizations and the public. Contact representatives in the 
Veterans’ Administration offices and hospitals throughout the country as well 
as service organization representatives have been and are available to advise 
the veteran of his right to insurance under Public Law 23. 


The Veterans’ Administration has made every effort to inform the 
veteran of his rights and privileges concerning insurance. Since pub- 
lication of TB- S218, August 18, 1952, every veteran concerned should 
have received direct notice, either in the body of or as an insert with 
the letter advising him of service-connection of his disabilities, that 
he might be eligible for section 620 insurance. 

The purpose of this statement is not necessar ily to assert all veterans, 
regardless of their situation, and all persons in the service, were 
informed. We merely wanted you to have information as to the ex- 
tent to which information was disseminated. 

It is, of course, entirely possible that the information as to this 
insurance benefit did not reach certain veterans. However, it would 
appear that this has not been the case at least since the publication of 
the technical bulletin on the subject dated August 18, 1952. It should 
be pointed out that the bill apparently would place a most difficult 
administrative responsibility on the VA for determining whether 
or not the applicant was informed by the VA of his right to apply. 
It should also be recognized that many veterans separ: ated with minor 
disabilities may have “found their condition greatly worsening in the 
succeeding years until they now may be totally disabled. ‘The grant- 

63330—55——_9 
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ing of insurance in such cases would amount to a gratuity since they 
would be immediately eligible for waiver of premiums as well under 
section 620. The committee may wish to give careful consideration 
to the precedent that might be established which could be urged in 
support of proposals to extend the time for applying for insurance 
benefits under other sections of the act (sec. 5 and sec. 621). 


H. R. 4422 


This bill would amend section 621 of the National Service Life 
Insurance Act of 1940 to authorize the granting of postservice in- 
surance under that section on permanent as well as 5-year level 
premium term plans. Under the existing law such postservice in- 
surance (as distinguished from the insurance authorized for disabled 
veterans under sec. 620) may be issued only on the 5-year level 
premium term plan and may not be exchanged for or converted to 
insurance on any other plan. As the VA has often reported to this 
committee term insurance is not designed to afford insurance on a 
lifetime basis but rather to provide protection for short periods-of 
time. At the younger age of life and the early middle ages the in- 
crease in premium at successive renewals is moderate but at the later 
ages the renewal premium increase becomes more and more sub- 
stantial. It was to obviate these difficulties that level premium per- 
manent plans of insurance were designed under the basic National 
Service Life Insurance Act. It is recognized that one of the purposes 
underlying the enactment of Public Law 23 was to get the Govern- 
ment out of the insurance business ar far as practicable. However, 
as long as Congress recognizes a need for postservice insurance for 
nondisabled cases, it is believed that consideration might properly 
be given to extending the right to secure permanent-plan insurance 
as well as term insurance. 

In this connection, it should be pointed out that section 621 in- 
surance is nonparticipating and that the current mortality experience 
has resulted in a surplus in the revolving fund, as of December’31, 
1954, of over $3 million. The reason for this surplus is that the com- 
mercial standard ordinary table of mortality with interest at the 
rate of 214 percent per annum on which the premium rates for sec- 
tion 621 insurance are based is not representative of current date 
mortality. Accordingly, if the committee considers this bill favor- 
ably it may wish to reexamine the question as to whether the exist- 
ing mortality table and rate of interest should be retained in the 
law as the basis for computing section 621 premiums. It has been 
ascertained that the additional administrative cost of the bill, if 
enacted, would be $680,000 the first year and around $500,000 annually 
thereafter. It is noted that the bill would delete the last sentence of 
section 621 (a) which reads “Appropriations to such fund are hereby 
authorized.” It is not clear why this sentence is being deleted and it 
may be inadvertent. 

The Counset. I think the record should show that on this point 
there are today, or as of April 30, 1955, 285,066 policies of this type, 
and the money from the premiums goes into the revolving fund. I 
think that should be related to the $3 million figure which Mr. Knapp 
has already mentioned. 
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Mr. Asprnatu. And which was also mentioned, if I remember cor- 
rectly, vesterday. 

The Counset. Yes, sir. 

Mr. Knapp. H. R. 5552 is similar to the last-mentioned bill but 
would continue the requirement that the insurance be issued initially 
on the 5-year premium term plan; thereafter it could be exchanged 
for or converted to insurance on any other plan. 


SERVICE MEN S INDEMNITY 
H. R. 268 


This bill would provide that in the absence of a designation of 
beneficiary for servicemen’s indemnity by a person having in force 
Government life insurance the indemnity shall be paid to the desig- 
nated beneficiary of such insurance if within one of the classes pro- 
vided for servicemen’s indemnity purposes. If no beneficiary of serv- 
icemen’s indemnity is designated, the Administrator is authorized 
under the law to make a payment to the first eligible class of bene- 
ficiaries in this order: Surviving spouse, child or children, parents, 
brothers and sisters. It is nasal that in certain cases the provisions 
of the bill would effect a result contrary to the serviceman’s wishes. 
For example, a man may have a small amount of Government insur- 
ance payable to his parents. He enters the service, marries, and is 
advised that he is entitled to certain free indemnity which will be 
payable under the law in the first instance to his wife whether or not 
designated. He therefore relies on that provision of the law expecting 
his wife to receive the indemnity and his parents the insurance. En- 
actment of the bill would result in this type of case, upon the service- 
man’s death, in both the indemnity and the insurance being payable 
to the parents. 

H. R. 5485 


This bill would limit the payment of servicemen’s indemnity with 
respect to brothers and sisters of the serviceman to those who are 
dependent at the time of the serviceman’s death. Under existing law 
servicemen’s indemnity is payable to the surviving spouse, child, or 
children, parents, brothers and sisters. The insured may designate 
the beneficiary within the classes mentioned and if none is designated, 
payment is made to the first eligible class according to the order set 
forth above. 

As the committee is aware, the automatic servicemen’s indemnity 
was provided as a substitute for voluntary insurance for persons in 
the active service. Although it is authorized on a more limited basis 
it has retained certain elements of insurance, such as the right to 
select a beneficiary and the absence of any requirement that the bene- 
ficiary prove dependency upon the serviceman or otherwise show evi- 
dence of economic need. The requirement that brothers and sisters 
show dependency at time of the serviceman’s death would, of course, 
be a further departure from the insurance concept. Experience has 
shown that relatively few awards of indemnity are made to brothers 
and sisters. 

It may be of interest to note that as of June 30, 1954, out of a total 
of 21,600 indemnity payees, 15,000 were parent or parents, 5,400 sur- 
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viving spouses, and the remaining 1,200 were children, brothers, and 
sisters or mixed types. Ace ordingly, any savings to the Government 
as a result of the restrictive provision of the bill would probably not 
be substantial. Certain anomalous situations might arise under the 
bill. For example, a serviceman might die in active service survived 
by a mother and a sister. If the mother, as primary beneficiary, died 
after receiving payments for 7 years, it would then be necessary prior 
(o payment to the sister to determine whether she was dependent as of 
the date 7 years ear her when the veteran died. This would present a 
difficult although not insurmountable administrative problem. It 
might develop that the sister was dependent when the veteran died but 
in afiluent circumstances when the mother died, the date when the 
sister’s right to the benefit accrued. Accordingly, the remaining pay- 
ments for 3 years would be made to the sister regardless of her eco- 
nomic needs. The converse, too, might be true, the sister having been 
nondependent as of the date of death of the veteran, but dependent, 
or ina condition of need, when the mother died, yet ineligible for the 
indemnity at that time. 

The Counsex. I wonder if we might ask the Veterans’ Administra- 
tion, if possible, to furnish for the record at this spot later the actual 
number of brothers and sisters who are drawing the indemnity as of 
June 30, 1954, or who were drawing it. 

Mr. Kxapvr. I will see if I can secure that, Mr. Patterson. 

The CounseL. That is very pertinent to this bill. There are not 
very many, but if there are 800 I think the committee should know. 

Mr. Knapp. Fine. These figures, I think were secured for another 
purpose and were readily available for this statement. 

Mr. Asprxaue. The Chair will ask you to submit that information. 

Mr. Kxarr. We will do so, Mr. Chairman. 

(The information is as follows:) 

As of April 30, 1955, awards of Servicemen’s Indemnity were being made 
to the beneficiaries indicated in the following cases: Widow alone. 6,587: chil- 
dren alone, 389; parent or parents alone, 17,979: brothers and sisters, 814; 
mixed, 371 (of this figure 107 cases involve brothers and/or sisters) : making an 
overall total of 26,140. 


H. R. 6419 


Mr. Kwnarr. The purpose of this bill is to provide a more restrictive 
definition of the terms “stepchild” and “stepparent” for the purpose 
of the Servicemen’s Indemnity Act of 1951, as amended. Under 
existing law a stepchild is included in the term “child” and a step- 
parent is included in the definition of the term “parent” without 
limiting language in either case. The bill would require that the 
stepchild be a member of the insured’s household, unless designated 
as beneficiary by the insured. It would also require that a stepparent, 
unless designated by the beneficiary, show that he stood in loco parentis 
to the insured prior to attainment of 21 years of age and for a period 
of not less than | year prior to entry into the active service. The 
administration of the Servicemen’s Indemnity program has developed 
eases In which claims have been made by stepchildren and stepparents 
who, in fact, had no familial relationship to the serviceman. The bill 
would require that such relationship be proven, in the absence of evi- 
dence of the serviceman’s intent by specific designation. 
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I think that Mr. Stevens of the American Legion this morning 
pointed out very clearly certain inequities that arise when such persons 
can qualify by virtue of the bare relationship only. 


PAID UP INSURANCE AT AGE 70 
H. R. 107 


This bill provides that every Government life insurance policy shall 
be considered fully paid and no further premiums collected thereon 
in all cases where the insured has attained the age of 70 years and 
has paid premiums for 25 years or more. It should be noted that 
due to the eligibility requirements the only important class of policy- 
holders to be benefited would be holders of 5-year level premium term 
and ordinary life policies. Those with 20-payment life, 20-year en- 
dowment, and endowment at age 60, 62, or 65 policies would receive 
no benefit whatever. The VA report on this bill of March 28, 1955, 
explains in detail the effect of the proposal in the light of sound in- 
surance principles as well as the adverse effect its enactment would 
have on the insurance trust funds. The Bureau of the Budget has 
advised that enactment of the proposal would not be in accord with 
the program of the President. 

A similar bill, H. R. 721, would provide that any person having 
United States Government life insurance in force on his 70th birthday 
shall be deemed to be permanently and totally disabled on and after 
such date for insurance purposes. The VA submitted an unfavorable 
report to the committee on an identical bill, H. R. 24, in the 83 
Congress (Committee Print 65) which likewise was not in accord with 
the program of the President. 


JUDICIAL REVIEW 
H. R. 1615 


This bill is identical with H. R. 6578, 83d Congress, and would 
permit court review of VA decisions on isssuance, reinstatement, or 
conversion of insurance. The VA report on the current bill, dated 
February 8, 1955, points out that the bill, if enacted, might be con- 
strued as requiring the courts to perform functions which are essen- 
tially executive in character and thus raise doubt as to its constitution- 
ality. The VA report discusses in some detail other problems that 
would arise in the event of enactment of the bill with respect to the 
nature and effectiveness of any judicial relief in these cases, as well 
as the many difficult administrative problems. The Administrator 
strongly recommends against favorable consideration of this bill and 
the Bureau of the Budget concurs in this position.: 

H. R. 1622 

This bill would authorize payment in a lump sum direct to counsel 
of a reasonable attorney’s fee in a suit brought by or on behalf of an 
insured during his lifetime for waiver of premiums on account of 
total disability, such fee to be determined by the court and to be paid 
by the insured in an unsuccessful action and by the Government 
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where the judgment is entered in the insured’s behalf. The VA report 
of February 8, 1955 (and the report on the identical bill H. R. 6929, 

83d Cong.), have been made a part of the record. Among other things, 
the report states that with no limitation on the amount “of the fee the 
bill, if enacted, could be very expensive. It is not clear whether it 
is intended that the fee should be payable from the appropriations 
for the Department of Justice, the national service life insurance ap- 
propriation, or the national service Jife insurance fund. It would 
seem unjust and of questionable validity to burden the trust fund 
with such liability. The VA concedes that the difficulty in securing 
services of an attorney to bring suit in this type of case presents a 
problem, and although it recommends unfavorable consideration of 
the bill in its present form it would not object to the enactment of 
legislation to authorize the court to allow a reasonable attorney’s 
fee to be paid by the plaintiff, whether successful or not, in suits 
brought during his lifetime for waiver of premiums on account of 
total disability. 

H. R. 5955 


This bill is designed to amend the National Service Life Insurance 
Act to assure the right to judicial review of certain findings of the 
Administrator with respect to an insured’s failure to apply for waiver 
of premiums. The VA report of May 23, 1955, discusses certain court 
decisions on the question which confirm the objective of the bill. 

The Department of Justice and the VA having acceded to such 
decisions it would appear that enactment of the bill is unnecessary 
insofar as it purports to authorize judicial review in this type of 
ease. The VA report indicates, however, that the retroactive nature 
of section 2 with respect to extending the time for filing benefits under 
section 602 (n) of the act would present many administrative problems, 
particularly those involving the adjudication of stale claims and might 
result in additional cost to the national service life insurance trust 
fund. In view of the stated effects of the bill, VA recommends against 
its favorable consideration. 


INTEREST ON LIENS FOR PREMIUMS—-REINSTATED USGLI 
H. R. 1629 


This bill would amend section 304, World War Veterans’ Act, 1924, 
effective as of June 7, 1924, to (1) eliminate interest charges on all 
back monthly premiums paid on insurance reinstated at any time after 
that date under section 304 thereof where no lien was established 
thereunder, and (2) eliminate interest charges on liens established 
under that section from the date of inception of the lien until date 
of approval of the bill, and to charge simple interest thereafter at 
the rate established for United States Govcrnment life insurance policy 
loans (currently 4 percent). It is provided that any loss to the United 
States Government life insurance trust fund resulting from the appli- 

cation of this section shall be paid directly from the militar v and naval 
insurance appropriation. 

This bill is similar in purpose to numerous bills on this subject 
which have been introduced in past Congresses. H. R. 36, 83d Con- 
gress, was reported on by the VA May 15, 1953 (Committee print 
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No. 72). Section 304 of the World War Veterans’ Act authorized the 
reinstatement of insurance in certain cases of veterans with service- 
connected disabilities and provided that the unpaid premiums could 
be placed as an indebtedness against the insurance, bearing interest 
at the rate of 5-percent per annum, compounded annually. When 
the liens were established, provision was made to permit payment 
thereof by monthly deductions from compensation and many insureds 
took advantage of the provision to discharge the obligation while 
others have paid off the debt by direct remittances from time to time. 
The elimination of all interets which has accrued in these cases up 
to the date of enactment of the bill would, of course, be tantamount 
to a very substantial gretuity. The bill would provide that any loss 
to the trust fund resulting from its enactment would be paid directly 
from the insurance appropriation. 


GRATUITOUS NSLI 
H. R. 4420 


Certain gratuitous insurance up to $5,000 is authorized oe the 
National Service Life Insurance Act to those who died or were 
captured or besieged by the enemy prior to April 20, 1942, Such 
insurance is payable only to the surviving spouse, children, or de »pend- 
ent parents. The dependency of parents is determined as of the 
time of death of the insured. This bill would provide that a parent 
who was not dependent at that time shall be eligible as a beneficiary 
of gratuitous insurance upon a showing of dependenc: y at any time 
thereafter an would extend the time for filing application for benefits. 
The VA report of May 24, 1955, discusses in detail the effects of the 
bill and indicates that it would not only greatly increase the liability 
of the Government for gratuitous insurance but would jeopardize the 
future interest of certain present beneficiaries of insurance in cases 
where one parent not dependent at the time of the insured’s death 
became dependent at a later date. In his report the Administrator 
expresses the view that Congress has generously provided gratuitous 
benefits for a special group of veterans ‘already involving e xpendit ures 
to the Government of over $129 million through Mare h 31, 1955, and 
he does not believe that a further liberalization as proposed can be 
justified. 

H. R. 2664, a related bill, would extend gratuitous insurance to 
parents without regard to dependency. The cost of this bill is esti- 
mated to be approximately $36 million. The cost of H. R. 4420 would 
be somewhat less than that figure. 

Mr. Asprnatt. Do you know about how much less? Do you have 
any idea of a percentage ? 

Mr. Kwapp. In the report on that bill we indicate that data are not 
available to make an accurate estimate. However, working it in 
reverse, if we estimate $36 million for a bill in which we would remove 
dependency requirements altogether and then look at the other bill 
which would liberalize and still require a showing of dependency at 
some time after death, it is obvious it would be less ex (pensive. IT 
might ask Mr. Poissant is he can speculate on it. 

Mr. Porssant. I do not have any accurate estimate, but I think it 
would be considerably less than half of the $36 million. That is just 
a rough guess. 
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Mr. Kwarr. Mr. Gerardi suggests that we may have some subse- 
quent information that would be helpful on the cost estimate. 

Mr. Asprnaxy. If you are able to furnish that information 

Mr. Knarr. We will place it in the record at this point. 

(The committee was subsequently advised that in view of the 
indeterminate factors involved, the Veterans’ Administration is unable 
to submit a more specific cost estimate of H. R. 4420, if enacted.) 





LUMP SUM PAYMENTS—INSURANCE AND INDEMNITY 
H. R. 2828 


Mr. Knarpr. This bill would (1) authorize the payment of national 
service life insurance maturing prior to August 1, 1946, in a lump sum; 
and (2) provide that the payment of servicemen’s indemnity shall be 
made in a lump sum when the insured has so specified in writing. 
The VA report of May 26, 1955, discusses in detail the background of 
the National Service Life Insurance Act and reasons for the limita- 
tions on beneficiaries and modes of settlement with respect to insur- 
ance maturing prior to August 1, 1946 (the date of the amendatory 
Public Law 589, 79th Cong. ). Similarly, the report discusses the 
intent of Congress with regard to the single mode of payment of the 
indemnity, i. e., 120 monthly installments. Among other things the 
report st: ates th: at section 1 of the bill, if enacted, would open the way 
to adverse selection as it would afford an election to be exercised at 
the option of the beneficiary. Part of the increased cost of the results 
of such adverse selection would be borne by the national service life 
insurance trust fund. Enactment of the bill is not recommended by 
the VA. 

H. R. 5307 is similar in purpose to section 1 of H. R. 2828 and would 
provide that any beneficiary in receipt of monthly installments pay- 
able under section 602 (h) (2) of the act may at any time elect to 
receive in one sum that part of the proceeds of the insurance which 
remains unpaid. 

Another bill similar in purpose is H. R. 4658. This bill provides 
that in cases in which a beneficiary elected settlement of insurance on 
the basis of 120 installments certain with payment continuing through- 
out the beneficiary’s lifetime, such beneficiary or any succeeding bene- 
ficiary could have the right to elect during a 1-year period to receive 
the face value of the policy y in lieu of any further payments or to con- 
tinue to receive the same monthly installment but continuing until 
240 installments have been paid. Under this bill the national service 
life insurance appropriation would be charged with the additional 
cost, which would be substantial. 


WAIVER OF NSLI PREMIUMS FOR DISABILITY 


H. R. 1850 


This bill is identical with H. R. 1859, 88d Congress, on which the 
VA reported to the committee on May 14, 1953 (Committee Print 61). 
The purpose of the bill is to amend section 602 (n) of the National 
Service Life Insurance Act of 1940, as amended, to provide a waiver 
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of premiums during any period when an insured is entitled to com- 
pensation for a disability rated as 30 percent or more disabling under 
part I or part II of Veterans Regulation No. 1 (a). In ad lition. the 
bill neue amend section 306 of the World War Veterans Act, 1924, 
as amended, to provide a waiver benefit under United States Govern- 
ment life insurance identical with the national life insurance waiver 
benefits as provided in the bill. All benefits provided by the bill 
would be available on and after the date of its enactment. 

Under section 602 (n) of the act it is required that the disability 
(from any cause) be total before waiver of premiums is authorized. 
The purpose is to save the insurance protection for those who, be- 
cause of total disability, have lost their earning capacity and may 
be unable to pay premiums becoming due thereon. Many persons 
having 30 percent or more partial disability can and do follow sub- 
stantially gainful occupations and are financially able to continue 
payment of insurance premiums. It should be noted that the pre- 
miums for national service life insurance are calculated on the Ameri- 
can Experience Table of Mortality without any loading for waiver 
of premiums. The proposed authorization for a waiver of premiums 
with respect to United States Government life insurance (World 
War I) is new in its entirety. Although such insurance may mature 
and payments be made upon a showing of permanent and total dis- 
ability, there is no present authority for waiver of premiums, as 
such, for disability total, or less than total, as proposed by the bill. 
Enactment of the bill would adversely affect both of the Govern- 
ment insurance trust funds. Accordingly, the VA canont recommend 
favorable consideration. 


H. R. 4423 


This bill proposes to change, effective as of October 8, 1940, the 
provisions of section 602 (n) ‘of the National Service Life Insurance 
Act of 1940, as amended, to authorize waiver of premiums if the 
insured became totally disabled while his insurance was deemed in 
force under section 602 2) (2) of the act, and to grant the insured 
or the beneficiary 1 year after the date of enactment of the bill 
within which to file Daten for such benefit. Reference is made to 
the VA report on this bill dated May 18, 1955, which is a part of 
the record, which explains in detail the purpose and effects of the 
bill. In view of the possible adverse impact on the national service 
life insurance trust fund, the VA recommends against favorable 
consideration of this bill by the committee. 


GUARANTY OF PREMIUMS ON COMMERCIAL INSURANCE UNDER THE CIVIL 
RELIEF ACT 


H. R. 756 


This bill is identical with H. R. 419, 838d Congress, upon which 
the VA reported to your committee (see Committee Print 69, 83d 
Cong.). Identical bills were also introduced in earlier sessions of 
the Cong.). Reference is made to that report for a detailed 
statement of the purposes and effects of the bill. The VA does 
not recommend its enactment. 
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BENEFICIARY CHANGE IN INCOMPETENT CASES 
H. R. 6100 


This bill proposes to amend the National Service Life Insurance 
Act to provide that in any case if an insured has designated his spouse 
as beneficiary and subsequently such spouse is divorced from the 
insured on the ground of the latter’s mental incompetency, then in 
such event the legally appointed guardian of the insured, acting 
pursuant to an order of the court having jurisdiction of the insured’s 
person and estate, may change the beneficiary designation to the 
estate of the insured. The act presently provides that the insured 
shall have the right to designate the beneficiary or beneficiaries of 
his insurance and the right at all times to change the beneticiary or 
beneficiaries without their consent. The designation of a beneficiary 
is in the nature of a testamentary act which requires competency 
on the part of the insured. Accordingly, the regulations of the VA 
provide that the guardian of an insured who has been adjudged 
incompetent by a court or where found incompetent by a VA rating 
agency may not make an original designation of beneficiary, an 
optional settlement, or chance of beneficiary and option for the in- 
sured. Where the guardian has submitted such designation or request 
for change the request is filed in the folder and the guardian advised 
that the request has been made a matter of record. A formal report 
by the VA on Fi .R. 6100 is now in preparation pursuant to a recent 
request of the committee. This report will discuss in detail the 
effects and merits of the proposal and will be submitted to the 
committee at an early date. 

Mr. Asprnati. Thank you very much, Mr. Knapp. 

The committee is now well fortified with arguments for and against 
the legislation. 

Mr. Patterson, do you have any questions ¢ 

The Counset. I have no further questions, thank you, sir. 

Mr. Asprnatu. The chairman wishes to thank each one who has 
taken time to help in the hearings. 

The committee, of course, will consider these bills further as soon 
as we can get the proper digest made of each bill. 

The chairman also wishes to take notice of the fact that the new 
chairs placed in the room are very comfortable. 

{ Discussion off the record.) 

Mr. Aspinaui. Statements from the American Life Convention, the 
Life Insurance Association of America, and the National Association 
of Life Underwriters have been received and without objection will 
be mserted at this point in the hearing. 

WASHINGTON 6, D. C., May 26, 1955. 
Hon. WAYNE N, ASPINALL, 


Chairman, Insurance Subcommittee, House Committee on Veterans’ Affairs, 
Old House Office Building, Washington 25, D. C. 


DEAR CONGRESSMAN ASPINALL: There are enclosed with this letter 2 copies of 
a statement representing the views of our 2 associations on proposals presently 
before your committee relating to the restoraton of certain rights of veterans 
with respect to USGLI and NSLI which rights were terminated by the Insurance 
Act of 1951. 





+ terme 


e+ TERED 


— 





tea nape ror 


f 
b 





AMENDING INSURANCE AND INDEMNITY LAWS 1017 


We are not requesting an opportunity to appear before your committee but it 
will be appreciated if you will make this a part of the hearing record. 
Sincerely, 
AMERICAN LIFE CONVENTION, 
CLARIS ADAMS, 
Executive Vice President and General Counsel. 
LIFE INSURANCE ASSOCIATION OF AMERICA, 
EUGENE M. THores, General Counsel. 


STATEMENT OF AMERICAN LIFE CONVENTION AND LIFE INSURANCE ASSOCIATION OF 
AMERICA, IN REFERENCE TO VARIOUS PROPOSALS RELATING TO NATIONAL SERVICE 
ILIFE INSURANCE 


The American Life Convention and the Life Insurance Association of America 
have a combined membership of 252 life insurance companies representing 
approximately 98 percent of the life insurance in force in the United States with 
legal reserve companies. 

This statement is being submitted with regard to bills presently under con- 
sideration by this committee which would provide in varying degrees for the 
restoration of certain riguts of veterans with respect to USGLI and NSLI which 
rights were terminated by the Insurance Act of 1951. These bills are H. R. 1627, 
H. R. 1845, H. R. 2168, H. RR. 8664, H. R. 5574, H. R. 4422, and H. R. 5552. 

The American Life Convention and the Life Insurance Association of America 
have presented formal statements on this subject before (his subcommittee on 
past occasions. A statement was submitted when the Committee on Veterans’ 
Affairs had under consideration various proposals of the 8ist Congress to amend 
the National Service Life Insurance Act. More recently, a statement was filed 
on May 22, 1953. On the first occasion, consideration was being given, among 
ether things, to the following proposals: (1) Replacement of national service 
life insurance by a gratuitous indemnity; (2) replacement of national service 
life insurance by a group insurance plan. In this connection these two organiza 
tions pointed out some of the pros and cons in reference to the proposed gratuitous 
indemnity. Attention was directed particularly to the fact that, even if Congress 
should replace national service life insurance, pressure for reinstatement of 
NSLI would probably still arise. Particularly the gratuitous indemnity might 
not prove to be a final answer for the reason that some veterans schooled to regard 
post service life insurance as a vested benefit right would promote the reestablish- 
ment of national service life insurance without the repeal of the gratuitous indem- 
nity. 

The fear was expressed that, if Congress did adept the gratuitous indemnity 
as a substitute for the continuance of national service ‘ite insurance for any 
new participants, ultimately the country might have the .ratuitous benefit pro- 
gram superimposed upon the original national service life insurance program. 
That possibility is faced today. The advocates of restoration of the original 
national service life insurance would not take away the gratuitous indemnity. 
On this issne, the American Life Convention and the Life Insurance Association 
of America reaffirm the position that there should not be this duplication of 
benefits. What was accepted as a substitute benefit in 1951 should not now be 
made the basis of an additional benefit. If national service life insurance is to 
he reestablished, this should be done as a replacement of the gratuity just as 
in 1951 the gratuity was to be a replacement of national service life insurance. 
The reestablishment of national service life insurance should be on the basis of 
status quo of 1951. 

The Goverment should not provide life-insurance coverage for a discharged 
serviceman whose physical insurability, has not been impaired while in service. 
Private insurance companies sre in a position to meet all of the insurance require- 
ments of these men. Government insurance in its present form involves a subsidy. 
While no opinion is offered as to the desirability of granting such a subsidy to 
veterans, it seems abundantly clear that doing so does involve the maintenance 
of a huge Government life insurance business, with the administrative cost 
being paid from public funds. 

Notwithstanding the generous subsidies involved in the system, the vast 
majority of veterans have discontinued their national service life insurance. 
It seems obvious that if the cost of the administration of a Government insur- 
ance system were to be borne by the policyholders, a veteran would be ill-advised 
to choose Government coverage in preference to private life insurance with its 





1018 AMENDING INSURANCE AND INDEMNITY LAWS 


superior service. The Government, in offering insurance to insurable veterans, 
duplicates and competes with private life insurance. From the standpoint of 
the Government it multiplies and projects into the future the high administrative 
costs which were so clearly shown by the 1251 studies. 

It is recognized that those veterans who have become impaired physieally while 
in service and have thereby lost their normal insurability should reeeive insur- 
ance protection of some kind at the hands of the Government without penalty 
for the impairment incurred. Any excess mortality arising in this group should 
be paid for out of general revenue. But with respect to the other veterans, it is 
strongly urged that under any plan adopted, the Government functions cease 
when service is terminated. 





THE NATIONAL ASSOCIATION OF LIFE UNDERWRITERS, 
New York, N. Y., May 27, 1955, 
Hon. WAYNE N, ASPINALL, 
Chairman, Subcommittee on Insurance, Committee on Veterans’ Affairs, 
House Office Building, Washington, D. C. 
lyearR MR. ASPINALL: We are enclosing herewith 15 copies of a statement set- 
ting forth the views of this association with respect to certain pending pro- 
posals now being considered by your subcommittee concerning the Government 
life insurance and indemnity programs for veterans and servicemen. We re- 
spectfully request that this statement be made a part of the record of the 
hearings conducted by your subcommittee in connection with these proposals. 
If vou have need of additional copies, please let me know. 
Sincerely yours, 
CARLYLE M. DuNAwWAY. 


STATEMENT OF THE NATIONAL ASSOCIATION OF LIFE UNDERWRITERS RE PROPOSALS 
CONCERNING GOVERNMENT LIFE INSURANCE AND INDEMNITY PROTECTION FOR 
VETERANS AND SERVICEMEN 


This statement will express to your subcommittee the views of the National 
Association of Life Underwriters with respect to the below-mentioned types of 
legislative proposals, which we understand are now being considered by you in 
connection with the existing programs of Government life insurance and indem- 
nity protection for veterans and servicemen. At the outset, however, we should 
like to point out for your information that our organization is a trade associa- 
tion representing a membership of some 60,000 life-insurance agents. 

The proposals with which we are herein concerned are as follows: 

(1) Those which would again permit the sale of United States Government 
life insurance and national service life insurance on the same basis that existed 
prior to the passage of the Servicemen’s Indemnity and Insurance Acts of 1951 
(Public Law 23, 82d Cong., Ist sess.). 

(2) Those which would provide for the waiver of premiums on policies of 
USGLI and NSLI or otherwise give such policies a paid-up status after the 
insureds thereunder have attained a specified age and have paid premiums for 
a specified number of years. 

$y and large, these proposals seem to be virtually the same as the “hardy 
perennials” sponsored by various veterans’ organizations that were given thor- 
ough consideration by your subcommittee only 2 years ago, in May 1953. We 
think that it is too bad that your subcommittee and the Committee on Veterans’ 
Affairs are required to spend their time in the consideration of such unjusti- 
fied class legislation in every new Congress. 

On May 22, 1953, the undersigned appeared before you and testified in opposi- 
tion to the adoption of this type of legislation. We also filed with your sub- 
committee a statement dated May 26, 1953, to the same effect. There has been 
no Change in our association's position since that time. However, at the risk 
of being repetitive, we feel that we should now restate our views for your 
consideration. 


I. PROPOSALS TO REOPEN SALE OF USGLI AND NSLI 


In 1950 both the Hardy Subcommittee on Government Operations and the 
Committee on Veterans’ Affairs made long and exhaustive studies of the whole 
subject of Government life insurance for servicemen and veterans. These studies 
conclusively showed that the national service life insurance program was inequi- 
table and inadequate and that it contained hidden subsidies that were fantas 
tically costly to the American taxpayers. 
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Accordingly in December 1950 the Committee on Veterans’ Affairs favorably 
reported out H. R. 9911 (81st Cong., 2d sess.), which provided for the replace- 
ment of the USLI program by the present $10,000 gratuitous servicemen’s indem- 
nity. That bill also provided for the discontinuance of further sales of United 
State Government life insurance and NSLI, except to veterans who had been 
rendered uninsurable at standard rates for ordinary private life insurance 
because of service-connected disabilities. 

H. R. 9911 was passed by the House of Representatives by an overwhelming 
majority, but the 8lst Congress adjourned before the Senate could act upon it. 
‘the bill was reintroduced in the 82d Congress as H. R. 1 and again was passed 
by the House by a tremendous majority. However, following Senate action 
on H. R. 1, it was sent to conference, where, unfortunately, it was modified 
to include a provision allowing ail veterans who had been covered by the $10,000 
gratuitous servicemen’s indemnity while in service to purchase up to $10,000 
of USLI on the 5-year level-premium term plan. It was in this watered-down 
form that H. R. 1 was subsequently enacted as Public Law 23 in April 1951. 

Our association still supports the principles of H. R. 9911 and the original 
version of H. R. 1 as strongly today as it did back in 1950 and 1951. We believe 
that the Federal Government has a definite obligation to provide our servicemen 
with reasonable amounts of gratuitous survivor benefits. This would seem 
to be particularly true in time of war under wartime conditions, when it may 
be difficult for service personnel to obtain from private sources the kind of 
insurance protection that they may want.and need at a price that they can 
afford to pay. We emphatically do not believe, however, that the Government 
has the slightest obligation to use the taxpayers’ money for the purpose of 
subsidizing a program of cheap insurance for able-bodied veterans, who can 
readily buy their insuravrce from private companies at reasonable rates. Further- 
more, we completely fail to see how, in all justice and reason, such veterans 
can honestly feel that they are entitled to this special treatment at the expense 
of the other taxpaying citizens of our country. 

We are gratified to note that the General Accounting Office agrees with our 
position on the foregoing issue. In a report filed under date of October 27, 1954, 
with the House Select Committee on Survivor Benefits by Acting Comptroller 
General Frank H. Weitzel, the views of the GAO with respect to post-service 
Government insurance for veterans were stated as follows: 

“Public Law 23 made provision for servicemen leaving the service to purchase 
nonparticipating term insurance during the first 120 days after discharge. This 
insurance is being made available to men leaving the service who have not 
suffered any impairment of their insurability while in service. The continuation 
of this program should be carefully reviewed, as there appears to be no reason 
why the Government should continue its activity in this fleld which should be 
handled exclusively by the commercial insurance companies. Furthermore, the 
continuation of such a provision adds to the cost of Government, since the 
administrative expenses are borne by the general taxpayer. This 
authorized by section 10 of Public Law 23 (sec. 621 of NSULI Act) 


~~? 


program, 


should be 
repealed. However, the Government should grant insurance to men whose insur- 


ability has been impaired due to military service. This can be accomplished 
by retaining in effect section 620 of the NSLI Act of 1940 (see sec. 10 of Publie 
Law 23), which.does protect insurability, It is wholly unnecessary to offer life 
insurance to men leaving the military service whose insurability has not been 
impaired.” 

At this time, therefore, we once again urge your subcommittee to reject those 
bills which would reopen the sale of USGLI and NSLI to able-bodied veterans 
of World Wars I and II. We further urge you to recommend the repeal of 
section 621 of the National Service Life Insurance Act of 1940, as amended, 
under which able-bodied veterans who were entitled to the protection of the 
servicemen’s indemnity while in service are now permitted to buy NSLI on the 
o-year level premium term plan. 


II. PROPOSALS TO WAIVE PREMIUMS ON USGLI AND NSLI 


We believe that a few words will suffice to set forth our objections to the various 
pending proposals which would provide for the waiver of premiums on policies of 
USGLI and NSLI or otherwise give such policies a paid-up status after the 
insured thereunder have reached a specified age and have paid premiums thereon 
for a certain number of years. Obviously, if the Government is not going to re- 
¢«eive any consideration, by way of appropriately larger premiums from such 
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insureds during the premium-paying years, for the granting of this additional 
benefit, the substantial added cost entailed therein, will, in the final analysis, 
have to be paid out of general revenue. Therefore, it seems clear that enactment 
of any of these proposals would simply mean the addition of still another tax- 
payer-financed subsidy to the USGLI and NSLI programs. Moreover, of course, 
it would, at the taxpayers’ expense, give to the Government a further unfair 
competitive advantage over the private insurance industry. For these reasons, 
we believe that the above-mentioned proposals should also be rejected by your 
subcommittee. 
III. CONCLUDING REMARKS 


We should like to conclude our statement by calling to your attention S. 1003, 
entitled the Anti-Government-Competition Act,’ which was introduced in the 
Senate on February &, 1955, by Senator: McClellan, of Arkansas, who is both the 
chairman of the Senate Committee on Government Operations and a member of 
the Hoover Commission on Organization of the Executive Branch of the Govern- 
ment. (Similar measures have been introduced in the House of Representatives. 
These include H. Res. 24, by Representative Coudert, of New York; H. R. 279, 
by Representative Hoffman, of Michigan; and H. R. 697, by Representative Os- 
mers, of New Jersey.) We wholeheartedly concur in the declaration of policy set 
forth in section 2 of S. 1008 and feel that, it is particularly applicable to the 
above-mentioned proposals to extend and liberalize the USGLI and NSLI pro- 
grams. Accordingly, we earnestly request that in your consideration of these 
proposals, you be guided by the spirit of this declaration of policy, which is as 
follows: 

Declaration of policy 


“Sec. 2. The strength of this Nation rests ov the ‘ree competit ve enterprise 
economic system. The framers of the Constitution of the United States never 
intended that this Government should compete with the people in the carrying 
on of business activity. This Government is now engaged in more than one hun- 
dred business-type activities in competition with the people. Such Government 
competition tends to destroy initiative on the part of the people, and to restrict 
the normal growth and expansion of private enterprise. It removes more and 
more property from local tax bases, seriously threatening the financial integrity 
and continued existence of State and local governments. It further deprives 
the people of opportunities for private employment and enterprise, thereby 
reducing their ability to pay taxes without which the Government cannot exist. 
It is the declared policy of the Congress that the Government shall get out 
and stay out of business-type competition with the people wherever consistent 
with the national health and security.” [Emphasis ours. | 

In connection with the last sentence of the above-quoted language, we think 
that your subcommittee will agree that it is perfectly consistent with the national 
health and security for the Government not only to refrain from taking steps 
toward the liberalization and extension of existing life-insurance programs for 
the benefit of able-bodied veterans but also to get out and stay out of the business 
of selling life insurance to such veterans. To repeat, there is no moral obliga- 
tion on the part of the Government to provide, nor any moral entitlement of 
such veterans to receive, cheap life insurance at the expense of the Nation’s 
taxpayers. Further, there is absolutely no justification for the Government to 
compete, particularly with the taxpayer-financed advantage that it holds, in a 
field of business that is already adequately and fairly served by a_ private, 
taxpayving industry. 


Mr. Asprxaty. The hearings are now closed with an expression of 
continuing thanks. 
(Whereupon, at 12 o’clock noon. the committee adjourned. ) 
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